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Preface
This study is one of a series of Business Studies designed for the
use of Touche Ross professional staff in all countries and for
interested clients. Users of the study should ascertain whether the
information given here has been superseded by later developments.
Specific business questions or problems may have legal and tax
ramifications that are beyond the scope of this Business Study and
the assistance of professional advisers is recommended. Suggestions for revisions should be sent to the Touche Ross International
Executive Office.
The amounts quoted in this Business Study are in Hong Kong
dollars (HK$). A t the time of writing, the approximate Hong Kong
dollar exchange rates with other currencies were:
US $
£ Sterling
Australian $
Japanese Yen
French Francs
Swiss Francs
Deutsche Marks

0.20
0.11
0.16
59.00
0.96
0.51
0.51

Readers should check in the financial press for subsequent variations in these rates.
April 1977

© 1977 Touche Ross & Co., all rights reserved
Printed in the United States of America

Introduction
A n inhospitable, small, barren island in the course of a brief 200-year
life span has emerged as a major trading, manufacturing and financial
centre of Southeast Asia. Hong Kong, which derives its name from a
Chinese term meaning 'Fragrant Harbour', owes much of its prominence to a highly successful blend of Chinese business acumen and
liberal British administration.
Close to 4.5 million people now live within an area of approximately
1,000 square kilometres (400 square miles), with 80,000 living afloat
on boats in Colony waters. Thus Hong Kong cannot help but make a
dramatic impact—sampans and junks, while jostling ocean liners for right
of way, add colour of hulk and sail to the thronged whirlpool of dervish
activity which is Victoria Harbour; and clambering up steep, rocky hillsides are skyscrapers and great blocks of flats housing both the lowsalaried and the affluent.
The development of Hong Kong as a manufacturing centre, although of
very modest beginnings, was prompted by economic necessity. Its historic dependence on the entrepot trade between China and the Western
world had been severely affected by the establishment of the People's
Republic of China, the Korean War and the subsequent United Nations
embargo on the export of strategic goods to the People's Republic of
China. These factors compelled Hong Kong to look inward and to assess
its resources. The Colony had never been subsidized by the United
Kingdom, and although not self-sufficient, its people were self-reliant.
With the manufacturing expertise, experience and capital brought in by
Shanghainese manufacturers and thousands of Chinese immigrants
willing to work long and hard, Hong Kong began to produce low-priced
goods.
In the beginning, the main markets for Hong Kong's merchandise were
neighbouring Asian countries and the United Kingdom. As Hong Kong
began to import more modern and sophisticated machinery and equipment and to develop a skilled work force, output rapidly increased and
higher-quality products followed, enabling it to capture a wide consumer market in the developed nations. Hong Kong's trading pattern
was thus drastically changed. From serving solely as a trading centre for

the re-export of other countries' products, it has become a major exporter of its own domestically-manufactured goods—no small feat for a
community so lacking in natural resources that it has to import food
and water to meet its basic needs.
The economy's high rate of expansion since the 1950's suffered a major
setback during the global recession of 1974 and 1975. Although labour
activity decreased, wages were held to a minimum, operating and construction costs remained flat, and spiraling inflation was curbed. Hong
Kong was thus ready to take full advantage of the recovery in the economies of its major trading partners and the ensuing resurgence of its
trade activities has been nothing short of remarkable.
The information provided in this Business Study was compiled by our
office in Hong Kong.

Linda S. Avelar
Director of International Publications
April 1977
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Hong Kong in Brief
• THE C O U N T R Y
• THE PEOPLE
• G O V E R N M E N T A N D THE ECONOMY

THE COUNTRY
Location and Area
The British Crown Colony of Hong Kong is a small enclave within the
South China Sea coast of the People's Republic of China. It is situated
145 kilometres (90 miles) southeast of Canton and across the waters of
the Pearl River estuary from the Portuguese colony of Macau.
Hong Kong comprises 235 islands and islets, many of them waterless
and uninhabited, and a portion of the Chinese mainland adjacent to the
province of Kwangtung. Its total land area, including recent reclamations, is 1,046 square kilometres (404 square miles). The most important island is Hong Kong Island, which together with adjoining islets has
an area of 75 square kilometres (29 sq. mi.). Victoria, the capital city
and centre of commerce, is situated on its north side. On the mainland
opposite, Kowloon Peninsula, together with Stonecutters Island, has an
area of 10.5 square kilometres (4 sq. mi.). North of Kowloon and
stretching to the Chinese border are the New Territories, which have an
area of 958 square kilometres (370 sq. mi.).
Between Hong Kong Island and the mainland lies Victoria Harbour, one
of the most perfect natural harbours in the world. It varies in width
from t w o to ten kilometres (one to six miles) and has a total area of 60
square kilometres (23 sq. mi.).
Natural Features
Hong Kong consists mainly of steep, unproductive slopes rising from
sea level to two and three thousand feet. The highest point is Tai Mo
Shan (958 metres or 3,144 ft.) in the centre of the New Territories.
Victoria Peak, on Hong Kong Island, is 551 metres high (1,809 ft.).
Although rugged inclines cover about three-quarters of the land area and
dominate the landscape, the vegetation on these hills — which includes
grass, scrub and some 10,000 acres of woodland — plays an important
role in the management of water catchments. The scarcity of agricultural land, on the other hand, has led to all arable tracts being intensively cultivated.
1
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Climate
Hong Kong is situated on the fringe of the tropics and its monsoonal
climate varies to an extent not generally appreciated by those who live
in temperate zones. This can be demonstrated by a comparison of
temperature ranges with those of other cities:
Temp.

Hong Kong

Avg. low
Avg. high

14°C (57°F)
30°C (86°F)

London
-2°C (35°F)
23°C (73°F)

New York

Sydney

Tokyo

-3°C (27°F)
29°C (84°F)

8°C (46°F)
26°C (79°F)

4°C (39°F)
25°C (77°F)

Humidity is quite high all year round (70%-85%) and annual rainfall
approximates 213 cm. (85 inches). Early winter is the most pleasant
time of the year as it is generally dry and sunny. After the New Year,
days tend to be cloudy with rainfall, although slight, persistent at times.
Summer, which lasts from April t o October, is generally rainy, hot and
humid.
Natural Resources
It has often been said that Hong Kong has but one resource — its
people. There is a danger that such a claim can easily be underrated in
that there is a general lack of natural resources. But it should not be
underrated, for it is its industrious, intelligent and versatile people who
make up Hong Kong's only real asset — a highly skilled and productive
work force.
Totally lacking in raw materials and endowed only with a fine harbour,
the remarkable development of Hong Kong could not have been
achieved w i t h o u t the energy and drive of its people. A scant 12% of the
rugged territory is arable, despite which the Colony provides for nearly
half of its food needs. Its modern fishing fleet of 6,000 ships also contributes importantly to the food supply.

THE PEOPLE
Population
Hong Kong's total estimated population, as of August 1976, was 4.4
million. This population is concentrated in several areas of high density,
particularly in the commercial centres of Victoria and Kowloon, the
latter having one of the world's greatest densities of population per
square kilometre. These area densities are expected to change w i t h continued development and relocation of people to more new towns in the
New Territories.
2

Over 98% of the population is Chinese, and about 58% of the total
number is of Hong Kong birth. The Cantonese group forms the largest
community, w i t h the remaining Chinese population having their origins
in other provinces of China. Other nationalities with representative
numbers in the Colony include: British, 19,000; Indian, 7,500;
American, 7,000; Australian, 4,500; Portuguese, 3,500; Filipino, 3,000;
Japanese, 2,000.
The population of Hong Kong is a very young one, with more than 43%
in 1975 below the age of 20. The number of potential wage earners —
those between the ages of 15 and 64 — is rising, however. The natural
increase, long among the highest in the world, has been showing a steady
decline over the past several years and in 1976 it stood at 2%, one of
the lowest in southeast Asia.
Labour Force
Manufacturing continues to account for about 42% of a total labour
force estimated in mid-1976 at almost two million. It is followed by
services with 21%; commerce, 12%; construction and engineering, 11%;
transport and communications, 7%. Agriculture, forestry and fishing,
public utilities, mining and quarrying, and other industries in descending order of participation round out the total figure.
A strong work ethic prevails throughout the Colony, and at every level
the will to work, the desire to make money and to succeed is apparent.
Absenteeism is negligible; strikes and industrial disputes, practically
nonexistent. Workers want only to be allowed to work and to attain an
increasing standard of living. They are flexible and adaptable to almost
any type of employment. Trade and labour unions have developed
primarily w i t h the government's encouragement, for there is little local
interest in such organized associations.
Language
There are two official languages — English and the Cantonese dialect of
Chinese. The latter, however, has only recently been adopted as an
official language. English remains the language of government and of
much of commerce and industry, while Cantonese is the spoken language of the majority of the people.
Education
Approximately 3,000 schools, colleges and education centres throughout the Colony are attended by more than one million students, including over 30,000 at the post-secondary level.
3
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Free primary education has been available in all government schools,
but by 1979 the Hong Kong government expects to be able to provide
9 years of subsidized education for every child — 6 years in primary
school and 3 years in secondary school. Higher education is provided by
two universities — the University of Hong Kong and the Chinese University of Hong Kong - colleges, a polytechnic, and three technical institutes. A fourth technical institute is under construction and is expected
to be completed in 1977.
The literacy rate in the Colony is approaching 100%, with those of
older generations and immigrants of varied age groups constituting the
exceptions.
Religion
Freedom of religion is such that it is d i f f i c u l t to find any statistics on
the subject; still, the two most popular religions practiced are Buddhism
and Taoism. The cosmopolitan nature of the Colony has led to the establishment of many religious communities, including Jewish and Christian groups of various denominations.
History
Marco Polo's travels in the 13th century took him to China, whereupon
overland trade between East and West was established. It was not until
the 16th century, however, that Portuguese navigators discovered a sea
route that would vastly expand this trade and enrich the coffers of
Europe. Soon, Spain, Holland, Britain, and France had their ships
ploughing the Indian Ocean and the China Seas. By the 18th century,
however, it had been left mainly to the British to continue the trade
with China.
A f t e r being driven out of Canton and later Macau by the Chinese, who
were safeguarding their own interests, the British merchants settled on
Hong Kong Island. This was a small, inhospitable island off the southern edge of China, and while there is evidence to support the existence
of people in Hong Kong from primitive times, population was sparse up
t o the 19th century. The barrenness of the site did not daunt the
British, who were looking for a trading base only, and they began negotiations w i t h China, which ended w i t h the Manchu rulers granting Hong
Kong Island to Great Britain in perpetuity. The territory was proclaimed a British Colony in 1842, and by the treaties of Nanking in
1860 and the Convention of Peking in 1898, the Colony acquired Kowloon Peninsula and Stonecutters Island, in perpetuity, and the New
Territories, in mainland China, and outlying islands, under a 99-year lease.
4
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Hong Kong was established as a free port and before long it had replaced Canton, then the principal trading centre, as a major entrepot
for trade between southern China and the outside world. It greatly facilitated China's contact w i t h the West and played an important role in
the improvement of relations after the People's Republic of China was
established. The Colony flourished under liberal British rule and
Chinese industriousness, but in 1941, during World War II, it fell to the
Japanese after bitter fighting. The British reestablished control in 1945,
ensuring once again for the Colony stability and an efficient administration.

Life in Hong Kong
Hong Kong is a vital, bustling city. It is colourful, highly dramatic and
seems never to sleep. It is one of the most cosmopolitan of cities
today.
Life for the foreigner in Hong Kong can be a very pleasant experience.
Although private houses are extremely expensive and rarely available,
residential flats (apartments) are spacious and enjoy all modern conveniences. Servants can be had on a full-time or a part-time basis at relatively low cost. Educational facilities are excellent and there is a wide
range of schools from which to choose.
It is d i f f i c u l t to apply conventional measures when speaking of Hong
Kong, as Hong Kong is not a conventional community. For example, although there are 186 telephones per 1,000 inhabitants compared to
604 per 1,000 in the United States, Hong Kong's overall living standard
is not proportionally lower than that of the United States. It would be
more meaningful to state that in normal times there is ample work for
all those willing to work, and that the social services of both governmental and voluntary agencies provide adequate help to those in need.
Typical wage levels at the end of 1975 follow:
White-collar workers

HK$700-$2,200 per month

Blue-collar workers
— skilled
— semi-skilled
— unskilled

HK$18.50-$65.30 per day
HK$14.00-$40.00 per day
HK$13.00-$28.50 per day

Many employers supplement these wages with subsidized meals or food
allowances, free accommodation, paid rest days, and bonuses.
5
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Residential flats in high-density areas can be rented for about
HK$1,500 per month. Better facilities cost an average of HK$3,000 to
HK$10,000 per month and are generally beyond ordinary means.
A substantial portion of the vegetables, fish and other staples of
Chinese cuisine is produced locally, so that the Chinese family's average
food cost is around HK$200-$400 per month. Imported meats, fruits
and other foods are readily available, although expensive, bringing the
average Western-style food bill per household t o about the same as that
in the United Kingdom and the United States.
Hong Kong is essentially duty-free. This factor, together w i t h its competitive retail trade, ensures the availability of a wide range of consumer
products at low prices. Liquor, tobacco, petroleum products, and
motor vehicles are the only dutiable items.
Executive Living Index
The American Chamber of Commerce in Hong Kong measures the cost
of living for executives in Hong Kong and compares it with the cost of
living in the United States and in major centres in the Pacific basin. The
following index is based on the cost of living for a family of four w i t h
an annual income of HK$150,000.
USA
Sydney
Singapore
Hong Kong
Tokyo

88.3%
95.7%
99.3%

100.0%
129.8%

GOVERNMENT A N D THE ECONOMY
Executive and Legislative Powers
Hong Kong is a British Crown Colony and its leading political figure is
the Governor who is appointed by the Queen. The Governor derives his
authority from Letters Patent passed under the Great Seal of the
United Kingdom, and with the advice and assistance of the Executive
and Legislative Councils he administers the Colony.
The Executive Council, which is presided over by the Governor, consists of five ex-officio members (the Commander of British Forces, the
Colonial Secretary, the Attorney General, the Secretary for Home Affairs, and the Financial Secretary) and nine nominated members. Of
6

these, one is an official and eight are unofficial members. The Governor
presides at meetings of the Council, which are usually held once a week,
although he is not a member of the Council. The Council's function is
to advise the Governor on all important matters of policy.
The Legislative Council consists of the Governor, four ex-officio members (the Colonial Secretary, the Attorney General, the Secretary for
Home Affairs and the Financial Secretary), ten nominated official
members and fifteen nominated unofficial members. The Council is presided over by the Governor. The primary functions of the Legislative
Council, which holds open meetings fortnightly, are to enact legislation
and to control the expenditure of public funds. The Finance Committee of the Legislative Council meets in private and makes recommendations on expenditure to the Legislative Council.
There is also an Urban Council comprising twenty-four members,
twelve of whom are appointed by the Governor and twelve are elected.
The statutory responsibilities of the Council include public health,
sanitation and management of resettlement estates.
The Colonial Secretary, the Chief Justice and the Financial Secretary
report directly t o the Governor. The Colonial Secretary coordinates and
supervises the work of all government departments. The Financial
Secretary is responsible for financial and economic policies.

The Judiciary
The judiciary operates independently under the direction of the Chief
Justice. The principles of English Common Law and Equity and the
Statutes of England, as they existed in that country on April 5, 1843,
form the basis of the legal system of Hong Kong. They have been extended and modified by the application to Hong Kong of some later
enactments of the United Kingdom Parliament and by the ordinances
and other enactments of the Hong Kong legislature.
Foreign Relations
The foreign relations of the Hong Kong Government are the responsibility of the British Government, although in all matters pertaining to
external trade the Hong Kong Government is given considerable leverage. To maintain and improve commercial relations with other
countries, the Hong Kong Government has offices in London, Washington, Geneva, and Brussels.
7
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Economic Development
Development has been impressive in both the private and the public sectors of the community, particularly since the 1950's. The expansion of
the private sector is considered a classic example of what can be achieved
in a free enterprise environment. In the 25 years since Hong Kong established itself as a neophyte manufacturing centre, its external trade has
expanded by 750%.
The government has aided and abetted the efforts of the private sector
by encouraging investment (see Chapter II) and by improving the living
conditions of the labour force. Much has been done, for instance, to resettle and adequately house the expanding population in low-priced
housing estates, although some shanty towns still exist in fringe areas.
Recently, the government has directed its efforts towards improving urban transportation. One result is the mass transit railway system now
under construction.
A shortage of water has been a major concern of the community over
the years, for there are no rivers in the Colony and Hong Kong's rainwater storage capacity has been inadequate. However, recently completed reclamation schemes have been extensive, and the Colony will
become self-sufficient in water upon completion of the High Island Reservoir. As further insurance against water shortages, a large desalination plant has been constructed in the New Territories.
Hong Kong has added more than five square miles to its total area
through land reclamation schemes completed in the early 1970's. More
recent land reclamations still in progress are the new towns of Castle
Peak and Shah Tin in the New Territories, which will represent another
land addition of similar size.
Economic Recovery
Hong Kong's economic recovery from the major recession of 1974 and
1975 appears to be confirmed by all available statistics. Indicators point
t o a major resurgence of its export trade, which because of its vulnerability to external influences had been seriously affected. Hong Kong
was able t o survive this economic drought by once again falling back
upon its people's resourcefulness and pragmatic attitude. Throughout
this period it was able to hold wage increases to a minimum, and practically every household saw more than one of its members engaged in
some form of gainful activity.
While inflation raged in many world economies, Hong Kong, which also
saw its cost of living soar in 1973 and 1974, by 1975 had ably con8
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trolled the inflationary spiral and the cost of living imperceptibly rose
by 1%. Its competitive position on world markets was thus assured, once
the economies of the industrialized nations began to recover from the
fierce onslaught of the recession.
Consumer Price Index
The general consumer price index has moved as follows:
Increase %
1964 (base)
1972
1973
1974
1975

100.0
138.8
164.0
187.6
189.8

6.1
18.2
14.4
-nil-

The high inflation experienced during 1973 and continuing into 1974
has been reduced since to a level which might be envied by most industrialized countries in the world. These movements can be appreciated
best in graph form.

190

180
170

160

150

140

130
1972

1973

1974

1975

BASE: 1964 = 100
•

AT

= M o n t h l y Average for Year

= M o n t h by M o n t h Levels
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Gross Domestic Product
Preliminary estimates for 1975 of Hong Kong's gross domestic product
at current prices stood at HK$36,753 million. As indicated in the table
below, the average annual growth rate of the GDP at current prices was
14.5% between the years 1970 and 1975. A t constant prices, the
growth rate averaged 5.8% per year.
Per capita income in 1975 was estimated at HK$8,417, a 2.5% increase
over the previous year.

Hong Kong's Gross Domestic Product

Year

(At Current Market Prices)
Per Capita GDP
Total GDP
HK$
+
—%
million
HK$

1970
1971
1972
1973
1974
1975*

18,670
20,976
24,156
30,623
34,900
36,753

Average
annual
growth rate
1970-1975

18.2
12.4
15.2
26.8
14.0
5.3

14.5

4,716
5,185
5,923
7,362
8,214
8,417

15.4
9.9
14.2
24.3
11.6
2.5

12.3

(At Constant (1966) Market Prices)
Per Capita GDP
Total GDP
HK$
+
—%
million
HK$
15,195
15,691
16,826
19,131
19,490
20,106

5.7
3.3
7.2
13.7
1.9
3.2

3.2
3,838
3,879
1.1
6.4
4,126
4,599 11.5
4,587 - 0 . 3
0.4
4,604

5.8

3.7

* Provisional estimates.
Source: Half-yearly Economic Report 1976, Hong Kong Government.
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CHAPTER II

Investment Factors
• FOREIGN I N V E S T M E N T
• INVESTMENT CLIMATE
• I N V E S T M E N T INCENTIVES

• FINANCE
• EXCHANGE CONTROL
REGULATIONS

FOREIGN INVESTMENT
Attitude to Foreign Investment
Foreign investment is encouraged as a matter of government policy.
The government recognizes that overseas companies established in Hong
Kong have helped the Colony to develop, although the investment of
capital alone does not fully reflect the range of benefits derived from
those interests by local industry. No distinction is therefore made by
the government between domestic and foreign companies. A l l new
investors are treated equally, and all can expect the same high degree of
cooperation and assistance, not only from the government but from
private commercial and industrial organizations as well.
The government encourages development of more sophisticated and
diversified product lines and of new technologies in order to broaden
Hong Kong's industrial base. With this objective, it has concentrated its
efforts in attracting to the Colony higher-technology industries from
overseas, modifying the industrial land policies to provide for direct
sales of industrial land for major projects. Industrial sites are thus available to industries maximizing land usage and generating additional employment.
Foreign Investment Guidelines
Apart from the requirements relating to the incorporation of a company in Hong Kong, there are few formalities for the new investor (see
Chapter 6). Registration, as provided in the Business Registration Ordinance, is the only general requirement, and with the exception of small
businesses and charitable institutions, every business operating in Hong
Kong must pay an annual registration fee of HK$150.
Extent of Foreign Investment
As of June 1976, there were 271 factories in Hong Kong either fully or
partly owned by overseas interests. These establishments employed a
work force of about 60,000, or 8.7% of total employment in the manufacturing industries. Direct overseas investment reached approximately
HK$1,700 million, with the United States, Japan, the United Kingdom,
Thailand, Australia, and Singapore as the main sources of this
investment.
11
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The United States leads all other countries in the number of firms investing at present in Hong Kong, with 12% industrial employment and
14% of domestic exports directly attributable to United States concerns.
In recent years, a large number of American firms have also set up their
regional headquarters in Hong Kong. Like many other international and
multinational corporations, they have been attracted by Hong Kong's
excellent international communications facilities, low taxes and favourable business climate. These corporate headquarters, in turn, provide
employment for thousands of Hong Kong's residents.
Foreign investment is essential to Hong Kong's industrial growth,
diversification and upgrading of products. Between 1970 and 1975,
Hong Kong saw a 300% increase in foreign capital invested in its manufacturing industry. To continue benefiting from such capital investments, Hong Kong has taken the necessary steps to make available to
prospective investors the land and related facilities required for industrial development.
The following table indicates the sources and the extent of foreign investment in Hong Kong's manufacturing industry on June 1975 as compared with May 1970:
Foreign Investment
(excluding HK interest)
Source

USA
Japan
UK
Thailand
Australia
Singapore
Taiwan
Switzerland
France
Netherlands
Philippines
West Germany
Others
TOTAL

HK$ million

No.

% of Total

1975

1970

1975

819
257
138
135
90
61
31
28
24
23
16
12
30

328
122
87
1
14
7
10
8
8
1
5
4

49
15
8
8
5
4
2
2
1
1
1
1
3

1,664

595

100

1970
55
21
15
minimal
2
1
2
1
1
minimal
1
1
100

of
Establishments
1975

1970

95
68
26
5
14
8
7
12
3
4
4
7
15

82
41
15
1
7
3
2
7

268

177

* Figures include joint ventures involving more than one overseas interest.
Source: Department of Commerce and Industry, Hong Kong Government.
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The trend toward better quality goods and higher technology is evident
from Hong Kong's entry into both the world of high fashion and the
field of precision engineering. The last decade had seen major investments from foreign interests in textiles, plastics and metalware. With
the coming of the 70's, electronics led the field with 35% of total
overseas investments concentrated in that industry by June 1975.

Foreign Investment
(excluding HK interest)
HK$ million
Industry
Electronics
Textiles
Watches, clocks and accessories
Electrical products and accessories
Chemical products
Printing and publishing
Food manufacturing
Toys
Building and construction materials
Metal products
Metal rolling, extrusion and
fabrication
Others
TOTAL

1975
588
229
180
100
97
62

% of
Total
35
14
11

1970
244
107
9
10
15
24
5

% of
Total
41
18
1

2
2
4
1
5*
4
2

58
52
50

6
6
4
4
3
3
3

46
142

3

11

8

106

2
18

1,664

100

595

100

60

28*

23
13

* Relates to toys and plastic products.
Source: Department of Commerce and Industry, Hong Kong Government.

INVESTMENT CLIMATE
In a time span of 30 years, Hong Kong has been transformed from a
trading port into an industrial centre heavily dependent upon exportoriented manufacturing industries. The majority of these produce light
consumer products such as garments and textiles, electronics, toys and
games, clocks and watches. These industries are likely to continue to
predominate, even though significant developments have been achieved
in heavier industries during recent years and more can be anticipated.
1 3
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T h e f o l l o w i n g t a b l e s h o w s t h e n u m b e r o f f i r m s a n d e m p l o y e e s in t h e
m a n u f a c t u r i n g i n d u s t r y , a n a l y z e d b y m a i n i n d u s t r i a l g r o u p s , as o f
December 1975.
Industry
Food products
Beverages
Tobacco
Textiles
Wearing apparel, except footwear
Leather and leather products, except footwear
and wearing apparel
Footwear except rubber, plastic and wooden footwear
Wood and cork products, except furniture
Furniture and fixtures, except primarily of metal
Paper and paper products
Printing, publishing and allied industries
Chemicals and chemical products
Products of petroleum and coal
Rubber products
Plastic products
Non-metallic mineral products, except products
of petroleum and coal
Basic metal industries
Fabricated metal products, except machinery
and equipment
Machinery except electrical
Electrical machinery, apparatus, appliances
arid supplies
Transport equipment
Professional and scientific, measuring and controlling
equipment, and photographic and optical goods
Other manufacturing industries
TOTAL

Establishments

Employees

1,114
27
3
3,411
7,073

14,347
2,682
795
112,922
238,958

168
450
1,159
1,178
915
1,578
420
3
336
3,437

2,462
4,335
7,595
7,534
7,442
19,812
5,197
15
6,101
63,706

274
251

3,347
3,106

4,974
1,228

57,322
11,926

891
217

66,353
11,133

318
1,609

13,177
18,590

31,034

678,857

Source: Labour Department Annual Reports, Hong Kong Government.

Increasing c o m p e t i t i o n f r o m o t h e r d e v e l o p i n g A s i a n c o u n t r i e s has also
c o n t r i b u t e d t o H o n g K o n g ' s need n o t o n l y f o r m o r e s o p h i s t i c a t e d
p r o d u c t lines b u t also f o r a h i g h e r q u a l i t y e n d p r o d u c t . T h e possibilit i e s f o r d i v e r s i f i c a t i o n w i t h i n e x i s t i n g H o n g K o n g i n d u s t r i e s are theref o r e s u b s t a n t i a l , and n e w i n v e s t m e n t is b e i n g m a d e in such f i e l d s as
l i g h t t o m e d i u m e n g i n e e r i n g a n d c h e m i c a l s . In a d d i t i o n , m a n y smallscale m a n u f a c t u r i n g o p e r a t i o n s have t h e p o t e n t i a l f o r c o n s i d e r a b l e
growth.
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A t the present stage of Hong Kong's industrial development, the following industries provide good prospects for the potential investor:
Electrical and mechanical precision instruments
Light machine tools
Automotive components and other metal components
requiring a high standard of engineering finish
Watches and clocks
Optical goods
Office machinery
Cash registers and automatic vending machines
Domestic electrical appliances
Electrical accessories
Record players, tape recorders and amplifiers
Electronic products (computer memory systems, transistors,
calculators, integrated circuits and semiconductors,
tape recorders, television sets)
Printing and packaging
Cosmetics and toilet preparations
High quality toys
Fibreglass products
Stainless steel flatware and hollowware
This list is by no means exhaustive and provides an indication only of
the types of industrial products which are particularly appropriate for
manufacture in Hong Kong.

INVESTMENT INCENTIVES
Although there are no incentives in cash or grant form, a number of
factors have been instrumental in drawing commerce and industry to
Hong Kong. The most important of these are freedom from governmental restrictions, low taxation, availability of industrial property, a
highly-productive labour force, and free movement of capital funds and
15
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dividends. Another contributing factor is that income derived from
sources outside of Hong Kong is exempt from Hong Kong taxation even
when remitted to Hong Kong.
A list detailing the advantages of setting up commercial or industrial
operations in Hong Kong by foreign firms has been compiled by the
Trade Development Council as follows:
1. Strategic location in Southeast Asia and excellent international network of communications, shipping and airline services.
2. Free enterprise and free trade economy providing maximum flexibility to individual and corporate initiatives.
3. Established and efficient industrial economy
oriented light industry.

based on export-

4. Sophisticated commercial and industrial infrastructure geared to
export expansion.
5. Well-developed supporting industries.
6. Industrious work force of over 700,000.
7. Availability of high-quality management at all levels.
8. Attractive low rates of taxation.
9. Stable currency, supported by substantial reserves and prudent
fiscal policies.
10. Efficient public administration operating with a minimum of regulations and formalities.

FINANCE
Currency
The monetary unit is the Hong Kong dollar. Since there is no central
bank, currency notes are issued by three commercial banks — the Hong
Kong and Shanghai Banking Corporation, the Chartered Bank and the
Mercantile Bank. The Hong Kong and Shanghai Banking Corporation
issues over 75% of all bank notes in circulation.
Although Hong Kong dollar notes are issued by three banks, they are
backed by deposits which these note-issuing banks transfer to the official Exchange Fund in return for the Fund's certificates of indebted16

ness. The Exchange Fund, which was established in 1935, is legally required t o maintain minimum reserve assets equal to 105% of local currency in circulation.
Banking
Hong Kong's excellent banking and financial facilities have played a vital
role in its growth from an entrepot to a major manufacturing territory.
As the economy of Hong Kong is based on the import of raw materials,
export of manufactured goods and re-exports, banks tend to specialize
in the financing of international trade. They maintain extensive credit
information and commercial introduction services for the benefit of
their clients and for those who wish to establish business relations w i t h
Hong Kong.
There are 74 licensed banks w i t h 707 offices in Hong Kong. As many of
these banks have branches and correspondents all over the world, Hong
Kong can offer a comprehensive banking service of the highest order.
Bank deposits at the end of June 1976 amounted to HK$39,691
million.
Due to the absence of a central bank and in view of the important role
played by banks in commerce and industry, a Commissioner of Banking
is appointed under the Banking Ordinance to exercise general supervision and control over banks.

Finance Companies and Merchant Banks
In Hong Kong's money market, two other financial and credit institutions are active. Both must comply with the Money-Lenders and the
Deposit-Taking Companies Ordinances. The latter ordinance came into
effect on A p r i l 1, 1976, and it requires that any company which accepts deposits from the public must register with the Commissioner of
Banking and pay a HK$ 10,000 annual registration fee. The law limits
the deposits which can be accepted from one source to a minimum of
HK$50,000 and advances to any one customer to no more than 25% of
the lender's capital. In addition, all deposit-taking companies must have
a paid-up capital of at least HK$2.5 million.
Finance companies provide mortgage and personal instalment loans,
manage investments and handle corporate finance. They rely on longterm deposits, but are prohibited from opening checking and savings accounts and from accepting deposits of less than 90 days. Although merchant banks do not possess banking licences, they engage mainly in the
management of syndicated bank credit, foreign exchange services, lease
17
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financing, investment management services, and the securities underwriting business. The Banking Ordinance prohibits finance companies
or merchant banks from using the word " b a n k " in their name.
The last few years have seen a dramatic increase in the number of
merchant banks and finance companies in Hong Kong.
Money Changers
Money changers abound in the business sections of Hong Kong. These
licensed money dealers readily convert any currency into most other
currencies.
Types of Bank Finance
Bank loans and advances are available to both local and foreign concerns developing industrial projects in Hong Kong. The prime rate of
interest charged to first-class borrowers in the manufacturing industry is
currently 6.5% per year. For other borrowers the rates are higher, although they are negotiable.
In order to provide capital for the industrial community, many banks in
Hong Kong have assumed the role of medium-term lenders. This type of
finance usually takes the form of mortgaging land to the bank for building finance. The loan is usually repaid over a period of three to five
years.
Banks in Hong Kong are also prepared to grant medium-term loans for
the purchase of machinery. Bank advances and loans made t o the major
industries amounted to HK$8,045 million at June 1976.
A pilot scheme promulgated by the government in July 1972 and revised in November 1973 provides medium-term loans at reasonable
rates of interest to small industrialists w i t h limited capital. The purpose
of the scheme is to increase the productivity of small industrial enterprises by enabling them to purchase modern machinery and equipment.
The little use made of the scheme to date, however, casts doubt on the
need of small businesses for an additional source of medium-term financing for these purposes.
Hong Kong Export Credit Insurance Corporation
This non-profit corporation provides Hong Kong exporters w i t h export
credit insurance terms comparable to those available in most of the
world's major exporting countries. These terms include insurance
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against risks of nonpayment of overseas accounts such as insolvency of
the buyer, protracted default in payment, prevention or delay in transfer of payments, imposition of import restrictions, and events such as
war or civil disturbances.
The corporation's working capital is provided by the government,
which also guarantees its liabilities. The corporation is a member of the
International Association of Export Credit Insurers, and it maintains
close ties with other credit insurers in major trading countries.
Stock Exchanges
Besides being a major trading and manufacturing centre, Hong Kong is
also an important financial community by world standards. The stock
exchange is active, and there is a significant local market for external
securities.
With four flourishing stock exchanges operating in Hong Kong — Far
East Stock Exchange, Kam Ngan Stock Exchange, Hong Kong Stock
Exchange, and Kowloon Stock Exchange — it is possible to obtain industrial financing through public listing. A t the end of 1975, of the 307
stocks listed, about 50 were industrial undertakings. The remaining
were primarily public utilities, banks, insurance companies, hotels, and
property development companies.
The total annual turnover in the Hong Kong stock market since 1970 is
given below:
Year
1970
1971
1972
1973
1974
1975

HK$ million
5,989
14,793
43,758
48,217
11,246
10,335

Hong Kong does not require full financial disclosure from public companies as is mandated in Britain and the United States. It has no antitrust laws and all four exchanges have similar trading and listing rules
and regulations.
In order to deal in securities, registration w i t h the Commissioner for
Securities is required, as set forth by the Securities Ordinance and the
Securities (Dealers, Investment Advisors and Representatives) Regulations 1974. It should be noted that, whereas in most countries securi19
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ties transactions accounts may be carried for two weeks to one month,
in Hong Kong's securities market, all transactions must be settled in
cash within the following working day.
Three ordinances — the Companies (Amendment) Ordinance 1972, the
Protection of Investors Ordinance 1974 and the more important Securities Ordinance 1974 — regulate and control the operations of the
stock exchanges in Hong Kong. Efforts have been made t o unify the
four exchanges into one, but to date no progress has been made. A
Securities Advisory Council and a Securities Commission have been established t o keep developments in the stock market under constant
review.
The Stock Exchanges Compensation Fund and the 1975 Code on Takeovers and Mergers for Hong Kong were established by the Securities
Commission and another supervisory body, the Hong Kong Federation
of Stock Exchange. The control of a Commodity Exchange in Hong
Kong will also be under the administration of the Commissioner for
Securities and the Securities Commission.
The Stock Exchanges Compensation Fund and the 1975 Code on Takeovers and Mergers for Hong Kong were established by the Securities
Commission and the Hong Kong Federation of Stock Exchanges, another supervisory body. The control of a Commodity Exchange in
Hong Kong will also be under the administration of the Commissioner
for Securities.

EXCHANGE CONTROL REGULATIONS
No exchange control restrictions of any kind apply to the movement of
funds into or out of Hong Kong for any purpose. The Defence (Finance)
Regulations, under which exchange controls were formerly administered, expired on December 31, 1972. Thus, all exchange control regulations in Hong Kong were rescinded and abolished, allowing for total
flexibility in the movement of capital and the repatriation of profits.
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Trading in Hong Kong
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EXTERNAL TRADE
SINO-HONG KONG T R A D E
FOREIGN T R A D E R E G U L A T I O N S
INDUSTRIES
PATENTS, DESIGNS, T R A D E M A R K S
A N D COPYRIGHTS

EXTERNAL T R A D E
Trade is Hong Kong's life blood. The Colony is thus highly vulnerable
to economic forces from without and the recent international recession
dealt it a severe blow. Hong Kong's domestic market is not of a size to
absorb what its industry is unable to export, and in times of stress it has
no recourse but to rely on its ingenuity t o devise new ways and means
of overcoming its difficulties. The recession served to confirm once
again Hong Kong's resilience and its recovery is now virtually assured
by all sound economic indicators.
Hong Kong ranks eighth among the world's trading nations. As locallymanufactured products now make up the bulk of its exports, re-exports
have declined in relative importance, although they remain significant.
In 1959, re-exports constituted 30% of total exports, but by 1976 this
figure had decreased to 22%. Imports perennially exceed exports, but
are offset by Hong Kong's invisible earnings from tourism, business
services and investments.
Domestic Exports
As recovery in the major economies strengthened, expansion of consumer spending in the United States, Germany and the United Kingdom
— the three largest markets for Hong Kong exports — led to sharp demand for Hong Kong goods. The increase in the value of domestic exports for the first half of 1976 - up from HK$9,804 million in the
same period a year earlier to HK$14,800 million — was attributable to
greater volume of exports rather than to increases in prices.
Value of exports to the United States — the leading market for Hong
Kong products — was 74% higher in the first half of 1976 than in the
first half of 1975 and 9% higher than in the second half of 1975. Ex21
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ports to the Federal Republic of Germany, now generally considered
second only to the United States market, were not seriously affected by
the recession. In 1975, exports to Germany increased by 17% over the
1974 level and further increased by 41% in the first half of 1976. Although only moderate increases were recorded in real consumer spending in the United Kingdom, the value of domestic exports to that
country increased during the first half of 1976 by 25% over the corresponding period in 1975 and by 10% over the latter half of that year.
The Canadian market accounts for only a small percentage of Hong
Kong's domestic exports (3.4% in 1975), but Canada is a rapidly
growing market and by June 1976 this figure had increased by 107%
over the same period a year earlier. In a surprise move in the last month
of 1976, the Canadian government brought to a virtual halt the export
of Hong Kong-made garments to Canada for the remainder of that year.
It also announced that it was cutting back its clothing imports to 1975
levels for 1977 as well. If this action is taken by the Canadian government, it will seriously affect Hong Kong's trade, but more importantly
will be the precedent it will be setting.
Domestic exports to Australia and Japan were respectively 59% and
60% higher in the first half of 1976 as compared to the first half of
1975.

Domestic Exports to Main Markets, 1973-1976

All countries
USA
Federal Republic of
Germany
UK
Australia
Japan
Canada
Singapore

Jan-Jun
1975

(HK$ million)
Jul-Dec Jan-Jun
1975
1976

1973

1974

1975

19,474
6,825

22,911
7,422

22,859
7,334

9,804
2,824

13,055
4,509

14,800
4,912

1,092
2,814
771
1,065
512
536

2,444
2,768
1,298
1,061
619
626

2,860
2,778
1,034
956
775
624

1,334
1,299
425
380
310
276

1,526
1,479
609
576
466
348

1,885
1,626
676
609
641
357

Figures may not add up to total due to rounding.
Source: Half-yearly Economic Report 1976, Hong Kong Government.
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Domestic Exports to All Countries by
Selected Commodity Group, 1973-1976

1974

1975

19,474

22,911

22,859

9,804

13,055

14,800

7,425
1,728
412

8,678
1,978
483

10,078
1,612
299

4,304
650
133

5,774
962
166

6,701
1,148
226

212
1,159
931

277
1,338
1,124
311
783
241
510
7,189

234
1,293
781
256
665
117
644

105
500
391
123
289
55
275
2,977

129
793
390
134
376
61
369
3,903

1973
All domestic exports
Clothing
(except fur clothing)
Textile fabrics
Textile yarn and thread
Textile made-ups and
related articles
Transistorized radios
Electronic components
Footwear
Metal manufactures
Metal ores and scrap
Watches and clocks
Others

(HK$ million)
Jul-Dec Jan-Jun
1975
1976

Jan-Jun
1975

266
610
146
293
6,292

6,880

131

801
456
159
408

66
478
4,227

Figures may not add up to total due to rounding.
Source: Half-yearly Economic Report 1976, Hong Kong Government.

Imports
The increased demand for Hong Kong exports led to a 39% increase in
the value of imports for the first half of 1976 as compared to the first
half of 1975. Raw materials and semi-manufactures accounted for 41%
of total imports. This was followed by consumer goods, foodstuffs, capital goods, and fuel. Fuel imports accounted for 6% by value of total
imports compared with 2.5% in 1973.
Japan maintains its position as the major source of all imports. China
comes second, supplying about 20% of total imports and 54% of all imported foodstuffs. The United States is next with an approximate 12%
of the total figure. Taiwan, Singapore and the United Kingdom follow
in that order.
Re-Exports*
Hong Kong's emergence as a manufacturing centre has fundamentally
altered its raison d'être. No longer does Hong Kong serve merely as a
*Re-exports, as distinguished from domestic exports, are products which have been
imported into Hong Kong, and which are re-exported without having undergone
in Hong Kong a manufacturing process which has changed permanently the shape,
nature, form, or utility of the product.
2 3
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conduit for foreign-made goods; it is estimated that over 80% of its
domestically-produced merchandise is exported. Nonetheless, the reexport trade remains significant and is a major source of Hong Kong's
earnings.
In mid-1976, Hong Kong's re-export trade was about 22% by value of
total exports; domestic exports totalling HK$14,800 million and re-exports HK$4,259 million. Japan continued to provide the largest market
for Hong Kong's entrepot trade, followed by Singapore, Taiwan, Indonesia, and the United States. Since the end of 1975, the increase in the
quantity of re-exports indicates that the entrepot trade has recovered
completely from the recession.
Trade Balance
The figures for the first half of 1976 show a higher growth in exports
than in imports, leading to a narrowing of the visible trade deficit,
which was 14% smaller than the deficit for the first half of 1975. Hong
Kong's considerable earnings from the tourist industry, commerce and
investments normally offset this trade imbalance.

Visible Trade, 1971-1976
(HK$ million)
Jan-Jun Jan-Jun
1975
1976

1971

1972

1973

1974

1975

Domestic exports
Re-exports

13,750
3,414

15,245
4,154

19,474
6,525

22,911
7,124

22,859
6,973

9,804
3,213

14,800
4,259

Total exports
Imports

17,164
20,256

19,400
21,764

25,999
29,005

30,035
34,120

29,832
33,472

13,017
14,819

19,059
20,606

3,092

2,364

3,006

4,084

3,641

1,802

1,547

Trade deficit

Figures may not add up to total due to rounding.
Source: Half-yearly Economic Report 1976, Hong Kong Government.

Trade Development Council
The Hong Kong Trade Development Council, established by statute in
1966 and financed from public funds, is responsible for promoting and
developing Hong Kong's overseas trade. Its worldwide network of
offices exercises two other important functions — promoting foreign investment in local industry and establishing new sources for raw materials and capital goods.
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Industrialists wishing to learn more about Hong Kong's favourable position as a manufacturing base are advised to use these offices as an initial
source of information.
The Council has an extensive programme of trade and industrial investment promotions, and participates in numerous trade fairs. It also distributes publicity material about Hong Kong products. One of its publications, a monthly featuring news on industry, products and processes,
is given worldwide distribution.

SINO-HONG KONG TRADE
Hong Kong has been the entrepot for trade between southern China
and the world, replacing Canton and Macau, since it was established as a
colony by the British. The People's Republic of China policy of direct
state trading, however, has cut back Hong Kong's re-export trade, although the Colony continues to be a major buyer and transshipper of
goods produced in China.

Relaxing of East-West relations has stimulated overseas trade with the
People's Republic of China, and Hong Kong serves not only as a commercial gateway to China but also as a neutral territory where business
negotiations w i t h the Chinese can be conducted by foreign firms. The
Chinese state trading corporations and the Bank of China have branches
in Hong Kong, and display centres and department stores for Chinese
goods are also to be found in the Colony.
China's economic support is vital to Hong Kong's survival. The Colony
depends on China for many of its basic needs — water, foodstuffs, fuel
oils — w i t h o u t which it would be unable to control its production costs
and, in turn, maintain its competitive edge over its Asian neighbors on
world markets. Still, Hong Kong serves China well. It is a major source
of China's foreign exchange and it serves as a contact point for negotiations with the developed economies of the West.
The pattern of trade between China and Hong Kong is likely to be
maintained, in spite of the overwhelming balance in China's favour. A
growth in the level of trade, however, is anticipated for the next few
years.
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Sino-Hong Kong Trade
(HK$ million)
1972
3,847
21
82

1973
5,634
49
222

1974
5,991
99
197

1975
6,805
28
137

3,950

5,905

6,287

6,970

Balance of trade
3,744
in PRC favor

5,363

5,695

6,640

Imports
Exports
Re-exports
Total

Source: Census and Statistics Department, Hong Kong Government.

FOREIGN TRADE REGULATIONS
Trade Licencing
Hong Kong imposes few controls on trade and industry. The only formalities to be complied with either arise from its international obligations or are exercised for purposes of health, safety and security. Thus,
the majority of trade is not subject to import or export licencing. Certain textiles, however, and other items subject to export restrictions are
regulated by the Commerce and Industry Department.
Documentation: Certificates of Hong Kong Origin
In view of Hong Kong's position both as an entrepot and as a manufacturing centre, many of its trading partners require Certificates of
Origin for goods manufactured in and exported from Hong Kong. These
certificates are issued by the Commerce and Industry Department and
by the following authorized non-governmental bodies:
•

Hong Kong General Chamber of Commerce

•

Indian Chamber of Commerce, Hong Kong

•

Federation of Hong Kong Industries

• Chinese Manufacturers' Association of Hong Kong
• Chinese General Chamber of Commerce
In order to obtain Certificates of Origin from any of these organizations, it is necessary for manufacturers of Hong Kong goods to be
registered with the Commerce and Industry Department, which has the
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responsibility for the entire Hong Kong certification system. Strict
conditions apply to the issue of such certificates, and severe penalties
may be imposed if they are obtained or used improperly.
Commonwealth Preference Certificates
Since Hong Kong is a British colonial territory, a number of countries
within the Commonwealth grant preferential duty rates to imports of
Hong Kong products. For Hong Kong to avail itself of these preferential rates, the goods concerned must contain specified percentages of
Commonwealth raw materials (usually 25% to 50%).
Commonwealth Preference Certificates and the more recent Endorsed
Certificates of Origin are issued only by the Commerce and Industry
Department.
Generalized Preference Certificates
Following the introduction of the United Nations Committee on Trade
and Development (UNCTAD) Generalized Scheme of Preferences in
1971, the developed countries listed below have granted preferential
access to their markets for a wide range of products exported from
Hong Kong:
Austria
Belgium
Denmark
France
Ireland

Italy
Japan
Luxembourg
Netherlands
New Zealand

Sweden
Switzerland
United Kingdom
West Germany

In addition, Hong Kong goods have been accorded preferential
treatment by Australia since 1966, under a separate scheme devised by
the donor country.
Where Hong Kong goods are entitled to the claim of any preference, the
Commerce and Industry Department issues the special Generalized
Preference Certificate of Origin required.
Textile Quota Controls
Hong Kong's excessive productive capacity of textiles and garments has
led to agreements intended to protect the domestic markets of industrialized economies. The quantitative export of these products is largely
restricted t o the United States, Norway, Sweden, Canada, Denmark,
and the European Economic Community, excepting the Republic of
Ireland. Control of textile quotas is exercised by the Commerce and Industry Department by means of export licensing. Full details can be ob27
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tained from the Textiles Control Division, Commerce and Industry
Department, Hong Kong.
Customs Controls
There are no customs tariffs in Hong Kong and, consequently, there are
no customs formalities for goods, either imported or exported. There
are, however, a few excise duties which apply to three groups of commodities — tobacco, liquor and hydrocarbons — whether imported or
manufactured locally for the domestic market. The rates of duty are
generally low, and no duty is levied on their export. Drawback is payable, in certain cases, on locally-manufactured commodities made from
duty-paid materials, if the commodities are exported directly from the
factory or from an approved warehouse.
General Agreement on Tariffs and Trade (GATT)
Hong Kong is a party to the General Agreement on Tariffs and Trade
and virtually the only restrictions it imposes on trade are those required
by international obligations.

INDUSTRIES
Tourism
Hong Kong has become a shopper's mecca. It has also garnered a reputation as one of the more exotic spots on the international scene and
over one million visitors stop there every year. During the first half of
1976, a record number of 745,000 tourists visited Hong Kong. This
figure represented an increase of 22% in the number of incoming tourists over the same period a year earlier.
Japan accounts for the greater number of visitors, w i t h Southeast Asian
countries following. Largely due to the recession, the number of tourists from the United States decreased slightly, although it is once again
rising. A large increase of visitors from both Australia and New Zealand
has been noted; Europeans, however, continue in about the same proportion as in the recent past.
The tourist industry is an important sector of Hong Kong's economy
and it is second only to garment exports as a source of Hong Kong revenue. The new Hong Kong Convention Centre and the World Trade
Centre have added more sophisticated facilities to the conference
accommodation already available in Hong Kong. New resort facilities
and excellent hotels also play an important role in drawing an everincreasing number of tourists to Hong Kong.
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Insurance
The insurance industry contributes substantially to the prosperity of
Hong Kong and fills a vital role in its trade and industrial development.
There are 273 registered insurance companies; some are local companies
established during the early days of Hong Kong, others are headquartered in the United Kingdom, the United States, Japan, the Philippines,
Malaysia, France, Switzerland, and India.
All insurance companies must comply either with the provisions of the
Life Insurance Companies Ordinance or with those of the Fire and
Marine Insurance Companies Deposit Ordinance if they wish to transact
life, fire or marine insurance business in Hong Kong. By law, such companies are required t o make a deposit with the authorities, which varies
according to the coverage provided.
Airlines and Shipping
The import and export trade so vital to Hong Kong's economy is utterly
dependent on efficient air and sea transportation facilities.
Hong Kong's airport at Kai Tak is linked to all parts of the world by 32
international airlines. It was built mostly on reclaimed land and its
runway extends 3,392 metres (11,130 feet) into the harbour. In addition
to the more than 950 scheduled flights operated each week, many nonscheduled passenger and freight charter flights are in operation. The recently expanded airport terminal processes close t o 5,000 passengers an
hour. A new air cargo complex, the only one of its kind in Asia and one
of the largest in the world, has greatly reduced congestion and expedited
the handling of cargo.
Hong Kong's port and shipping facilities are among the best and most
advanced in Southeast Asia. Its excellent natural harbour affords protection to ocean going vessels as well as to junks and dinghies. Major
shipping lines use Hong Kong's port and provide passenger service to
most countries around the world at frequent intervals.
All types of ships and boats are built and large-scale ship conversions
carried out in Hong Kong's dockyards by skilled workers employing
modern equipment. The speed and efficiency w i t h which vessels are
repaired or overhauled, allied to Hong Kong's competitive prices, attract
ships of all kinds from long distances. There are four major graving
docks and almost 200 slipways at shipyards handling anything from
tankers and liners down to small pleasure boats. A major container terminal operating on Kowloon Peninsula has improved port facilities, ensuring rapid turnaround of vessels using the port. Wharves and godown
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companies provide storage capacity of more than one million tons for all
types of refrigerated, dangerous and ordinary goods. In the past year,
close to 9,000 workers were employed in Hong Kong's shipbuilding and
ship repairing industry.

PATENTS, DESIGNS, TRADEMARKS, A N D COPYRIGHTS
Patents
Hong Kong legislation does not provide for the original grant of patents, but patents granted in the United Kingdom may be registered in
Hong Kong under the Registration of United Kingdom Patents Ordinance. The ordinance provides that the grantee of a patent in the
United Kingdom may, within five years from the date of issue of the
patent, apply for its registration in Hong Kong. Such registration confers the same rights as a patent issued in the United Kingdom with an
extension to Hong Kong.
Designs
Under the United Kingdom Designs (Protection) Ordinance enacted in
Hong Kong, anyone who has registered a design in the United Kingdom
under the Registered Designs A c t of 1959, enjoys the same rights as if
the certificate of registration had been issued with an extension to
Hong Kong. Automatic protection for original designs w i t h o u t registration or any other protective action is also conferred by the Copyright
Ordinance of 1973, which is explained below.
Trademarks
Trademarks are registrable in Hong Kong under the Trademarks Ordinance, which is based on the United Kingdom Trademarks A c t of 1938.
The procedure is laid down in the Trademarks Rules, and the prescribed
forms may be obtained, free of charge, from the trademarks Registry,
Hong Kong.
Copyrights
Copyright in Hong Kong is governed by the United Kingdom Copyright
A c t of 1956, as amended by the Design Copyright A c t of 1968, which
was extended to Hong Kong w i t h certain modifications in December,
1972. Under the Copyright Ordinance, which came into effect in early
1973, copyright protection is afforded t o every original literary, dramatic, musical, or artistic work (which includes designs) whose author was
domiciled or resident in Hong Kong at the time the work was produced.
Power to enforce the Ordinance is vested in the Director of Commerce
and Industry and the Preventive Service.
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Labour Conditions

• LABOUR FORCE
• TERMS A N D C O N D I T I O N S
OF EMPLOYMENT

• L A B O U R - M A N A G E M E N T RELATIONS
• EMPLOYMENT OF FOREIGN
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LABOUR FORCE
Availability
One of the most important factors in Hong Kong's successful emergence as a manufacturing territory has been the supply of a hardworking, versatile and relatively low-cost labour force.
The estimated work force in March 1976 was 1.912 million, w i t h
107,000 unemployed. Of this total, almost one third were employed
either directly or indirectly in manufacturing. The next two sectors of
the labour force employing a large proportion of workers were services
and commerce. It is anticipated that in the next five years the total
work force will have increased further to 2.25 million, and w i t h it the
number of persons available for employment.
The expansion of the manufacturing sector since 1967 and the steadily
increasing moves towards automation and greater sophistication in
product lines has led to industry-wide demands for technologists, technicians, and operatives. The graduates of Hong Kong's universities,
colleges, polytechnic, and technical institutes, together with graduates
returning from overseas, satisfy the highly skilled technical manpower
needs. The Colony's secondary schools and vocational training institutes
ensure a supply of intelligent and adaptable workers at the operative
level. Plans are in hand t o maintain the supply of skilled labour.
Some overseas firms prefer t o bring their own high-level technical staff
from the parent companies t o establish their Hong Kong manufacturing
operations and to assist in the training of local staff. Special arrangements can be made to facilitate the immigration of such personnel (see
Employment of Foreign Nationals).
Structure of Labour Market
Data from the March 1976 Census and Statistics Department of the
Hong Kong Government shows the distribution of the labour force
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according to the major industries as follows:

Industry
Wearing apparel
Textiles
Metal products
Electrical machinery
& apparatus
Plastic goods
Footwear
Others
Total

Workers
(in thousands)

Labour Force

249.9
115.0
70.5

35.8
16.5

67.2
66.5
4.5
125.2
698.8

9.6
9.5
0.7
17.9

%

10.0

100.0

Recruitment of Staff
The Hong Kong Productivity Centre and management consultancy firms
can assist employers in recruiting suitable staff. Most personnel recruited
in this manner are technologists and technicians, professional men,
clerks, and secretaries. The charges are moderate, usually at the rate of
one month's remuneration.
Other methods of recruiting staff include advertising in the leading
English and Chinese-language newspapers and use of the placement
services of schools and of commercial and industrial organizations. The
leading newspapers in Hong Kong are the South China Morning Post,
the Hong Kong Standard, the Wah Kui Yat Po, and the Sing Tao Jih Pao.
The educational institutions are the University of Hong Kong, the
Chinese University of Hong Kong, the Hong Kong Polytechnic, and the
technical institutes. Organizations useful in this function are the Federation of Hong Kong Industries, the Hong Kong General Chamber of
Commerce, and the Hong Kong Management Association.
Staff at the operative level can be recruited through the Local Employment Service of the Labour Department or other agencies.
An employment agency, unless specifically excluded from the regulations, must obtain a licence or a certificate of exemption from the
Commissioner for Labour. Separate licences are required for an agency
which seeks t o obtain employment for persons within as well as outside
Hong Kong. A n annual fee of HK$100 is charged for each licence.
The fees chargeable by an agency to a job-seeker on first registration
and subsequent registrations are limited t o HK$3.00 per registration.
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The commission chargeable to a job-seeker on successful placement is
not t o exceed 10% of his first month's wages. The regulations also limit
the fees chargeable to an employer by an agency to HK$10.00 for each
class or type of vacancy registered on first registration and HK$5.00 on
subsequent registrations. The commission chargeable t o an employer is
a matter of agreement between the employer and the agency.
Industrial and Professional Training
A Training Council comprised of employers' and workers' representatives was established in 1973 by the government to determine the
manpower planning and training machinery needed for a comprehensive
system of industrial education.
As in most countries, the majority of Hong Kong's labour force is
trained by industry itself on the shop floor. Vocational courses are also
run by many training centres sponsored by voluntary organizations.
They provide places for vocational training and printing, mechanical
fitting, combined mechanics/electricity, radio, air-conditioning and refrigeration, auto-mechanics, and carpentry.
Apprenticeship systems in Hong Kong may either be of the traditional
Chinese type, which is slowly dying out, or as found in the UK apprenticeship system. The UK system is followed by government workshops
and some of the larger industrial concerns. Overseas training is offered
by some of these concerns to outstanding apprentices who have completed their local training.
Since April 1, 1965, any apprenticeship contract, within one month after
it has been made, must be attested by the Commissioner for Labour
if it is not to be subject t o the provisions of the Employment Ordinance.
In order to ensure an adequate and continuous supply of the trained
craftsmen and technicians required to meet the needs of continued industrial expansion, the Apprenticeship Unit of the Labour Department
is very active in assisting industry to organize modern apprenticeship
training schemes designed t o encompass both on-the-job training and
related technical education. Such training schemes are becoming widely
accepted by industry.
Professional and technological training is mainly provided by the two
universities and the Hong Kong Polytechnic. Both the Hong Kong
Productivity Centre and the Hong Kong Management Association offer
a wide range of courses on various aspects of management and technical
training. These courses can be tailored t o suit the requirements of individual clients.
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Degrees awarded by the universities are recognized throughout the
British Commonwealth. The Hong Kong Polytechnic was founded in
1972 to expand the facilities formerly provided by the Hong Kong
Technical College. A t present it has eight departments: building, surveying and structural engineering; commerce and management; electrical
engineering; mechanical, production and marine engineering; textile industries; nautical studies; mathematics and science; and industrial and
commercial design. By 1978 it is expected to provide 8,000 full-time
and 20,000 part-time places for high-grade technical and technological
courses in these and other fields.
Technician and craftsman training is provided by technical institutes
and secondary technical schools. The Morrison Hill Technical Institute
provides 430 craftsmen a year. Plans are in hand to expand the existing
facilities provided by the Institute. T w o other technical institutes along
similar lines have become fully operational in the industrial areas of
Kwun Tong and Kwai Chung, and another two, in the industrial areas
of Cheung Sha Wan and San Po Kong, are expected to be in operation
in 1977. There are 16 secondary technical and vocational schools, 13 of
which are run or are subsidized by the government, which provide a
wide variety of courses in technical trades, typing, stenography, bookkeeping, and dressmaking.

TERMS A N D CONDITIONS OF EMPLOYMENT
Labour Legislation
In the last decade there has been much progress in providing a greater
measure of protection for the Hong Kong worker. Since 1967 more
than 100 items of legislation have been passed to improve the safety,
health, welfare and training of workers, and labour conditions in general.
Protection is essentially based on three Ordinances: the Factories and
Industrial Undertakings Ordinance, the Employment Ordinance and the
Workmen's Compensation Ordinance.
The Factories and Industrial Undertakings Ordinance and its regulations
control the hours and conditions of work in industry. The Employment
Ordinance establishes standards and effectively controls the conditions
of employment of workmen in industry and non-manual workers whose
wages do not exceed HK$2,000 per month. The Workmen's Compensation Ordinance sets down minimum rates of compensation payable to
workmen for injuries received in the course of work. An amendment t o
the Employment Ordinance, enacted in 1975, further protects workers'
wages by granting the worker the right to damages concerning wages
in lieu of notice.
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Wage Rates
There is no minimum wage law in Hong Kong. Wage levels are determined essentially by factors of supply and demand and rates of pay
vary between industries for comparable categories of labour.
A new university graduate earns HK$700-$1,300 per month. Experienced clerks with good English-language ability can be employed for
HK$900-$ 1,300 per month, and secretaries with a good knowledge of
English and a high standard of shorthand for HK$900-$2,200 per
month, depending on experience and ability.
Industrial wages are calculated on hourly, daily, monthly, or piece rates.
Production process operatives are generally on piece rates, while pay
scales for most other semi-skilled and unskilled workers in manufacturing are daily-rated. All these categories of workers are customarily paid
at weekly or half-monthly intervals. Monthly-rated industrial workers
are usually employed in supervisory capacities, such as foremen or quality control examiners. Daily and monthly rates of pay for men are generally higher than those for women, but piece rates are usually equal.
Factories normally pay a lunar New Year bonus to all employees, as well
as a good attendance bonus and a transport allowance. Many of the
large and long-established factories also provide free medical treatment
in their own clinics, and a few provide free or subsidized housing. There
are no statutory deductions to be made from wages for social security
or other purposes.
Average daily wages of industrial workers in 1975 were:

Overall average
Manufacturing

- high
- low
- average

Services - by sector
godown (warehouse)
vehicle repairs

Excluding
Fringe Benefits

Including
Fringe Benefits

HK$24.15

HK$27.86

45.81
18.90
23.79

48.30
21.14
27.34

32.32
27.69

36.36
33.03

As has been noted, when the economy flourishes, wages increase, but
during lean years employees tend to stay with one firm and to accept the
more or less static condition of their wages. Salary and fringe benefits
are the overriding considerations of salaried personnel and companies
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with retirement plans and other long-range benefits experience a lower
staff turnover. Many foreign firms established in Hong Kong provide for
local staff retirement either by establishing a Staff Provident Fund, to
which both employer and employee contribute a percentage of the employee's monthly salary, or by offering protection through a Group
Pension Policy, or by paying one month's salary for each year of service
to employees w i t h more than ten years of service upon their retirement.
The Hong Kong Productivity Centre provides a list of comparative salary
rates prevailing in 1975 for various categories of personnel employed in
Hong Kong's commercial sectors.
Average Monthly Wages
(in HK$)

Administrative Assistants
Executives
Computer Programmers
Section Heads
Accountants
System Analysts
Finance Managers
Sales/Marketing Managers
Office/Administration Managers
Electrical/Electronics Engineers
Mechanical Engineers
Qualified Accountants
Personnel/Industrial Relations
Managers
Public Relations Managers
Deputy Managers
Chief Accountants
Managers
Source:

Commerce

Service

Utility

1,658
2,200
2,300
2,750
2,800
3,500
3,750
3,830
4,000
4,500
4,500
4,700

_

2,325

2,322
2,325
4,805
1,728
2,497
3,500
6,480
3,600
2,322
2,561
4,000

4,850
5,500
5,990
6,150
8,500

—

2,726
4,296
4,557
4,400
—

6,550
6,750
4,068
4,007
6,672

4,910
4,650

6,750

—

—

5,000
10,700

—

8,640
9,000

Salary Trends and Fringe Benefits.
Hong Kong Productivity Center, 1975.

Real wage rates started to fall towards the second half of 1973, and as
the economic recession progressed, this decline continued throughout
1974 and the first quarter of 1975, when unemployment also reached
its highest level. As the economy began to reverse its downward trend
during the second quarter of 1975, employment rose and real wage
rates increased rapidly. Between March 1975 and March 1976, real
wage rates in manufacturing increased by 13%. Unemployment and
under-employment, which had almost reached the 12% level, by March
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1976 had come down t o 5.6%, and by the end of the year had been
further reduced.
No unemployment benefits are paid in Hong Kong, and during periods
of limited economic activity, under-employment prevails, as Hong Kong
factories reduce the number of work hours rather than lay o f f workers.
In this way, available work is distributed among the working force as
equitably as possible.
Holidays and Working Hours
Hong Kong legislation provides six statutory holidays (Chinese festival
days) for all manual workers. These holidays are paid if the employee
has worked continuously for the employer for the three months preceding each holiday. Workers so qualified are also entitled each year to
12 days' sick leave on full pay.
Additionally, the Employment Ordinance allows every worker who has
been employed by the same employer under a continuous contract for
more than four weeks to be granted not less than four rest days in each
month (these are customarily taken on Sundays). However, provisions
are made for an employee to work on a rest day, either at his own request or at the request of his employer.
A t present, annual leave is granted only to salaried personnel engaged
under local arrangements of t w o to three weeks for a full year's service.
Proposed legislation making it mandatory for all Hong Kong workers to
have seven days' annual leave is being opposed by the majority of
workers, who would rather receive double pay in lieu of the leave, as it
would substantially benefit them if they could earn more during the
leave period.
There is no legal restriction on the hours of work for men over the age
of 18 years. Consequently, many men work 10 hours a day, w i t h a rest
period of one to t w o hours.
The employment of children under 14 years of age is forbidden in all industrial undertakings. Young persons of 14 and 15 years of age are limited to eight hours of work a day and may not work overtime. Women,
and young persons aged 16 and 17, may work eight hours plus t w o
hours of overtime a day, up to 48 hours per week, and an aggregate of
300 hours of overtime per year. Such minors may not work at night,
and night work for women is generally forbidden. A break of half an
hour, in the case of women and young persons aged 16 and 17, and of
one hour, in the case of those aged 14 and 15, must be given after five
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hours of continuous work. A l l women and young persons must be given
one rest day a week and are prohibited by law from working on the
rest day.
A woman employee who has worked for the same employer under a
continuous contract for a period of not less than 26 weeks is also entitled to maternity leave. Such maternity leave normally begins four
weeks before the expected date of confinement and ends six weeks
after the actual date of confinement.
Workmen's Compensation Ordinance
Legislation protects workers who are injured in an accident or incapacitated by an occupational disease arising in the course of their employment. The workers protected are those engaged in manual labour and
those non-manual workers who earn less than HK$2,000 per month.
For temporary incapacity the compensation is assessed at the rate of
two-thirds of the worker's monthly earnings. For total and permanent
incapacity, a lump sum equivalent t o 48 months' earnings is payable,
subject t o a maximum of HK$60,000 and a minimum of HK$9,000.
Compensation for permanent partial incapacity is a percentage of the
amount payable for total permanent incapacity. For fatal injuries, the
dependants of the deceased may apply to a court of law for compensation not exceeding 36 months' earnings, subject t o a maximum of
HK$45,000 and a minimum of HK$7,200. The actual amount paid, and
whether it is paid in a lump sum or by instalments, is determined by
the courts. Given the scope of the legislation, it is customary for employers to take out insurance policies to cover workmen's compensation benefits for their staff.
A l l employers are required by law to notify the Labour Department of
accidents in their establishments. The Labour Department is responsible
for ensuring that compensation or interim grants are paid to the workers concerned or their dependants.
Contract of Employment
A contract of employment may be lawfully terminated by due notice
or by severance pay of usually one month's wages.
An employee who has worked continuously for an employer for a period
of not less than 24 months immediatley prior t o dismissal, because of
redundancy or layoff, is entitled to severance pay at the rate of onethird of a month's pay for every year of service if he is monthly-rated,
or 10 days' wages for every year of service if he is time-rated (hourly)
or piece-rated.
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The maximum severance payment may not exceed the total amount of
wages earned during the 12-month period immediately prior to dismissal
or layoff.

Employers' Offences and Penalties
Employers who do not comply w i t h the legal provisions for protection
of employees may be fined up to HK$5,000. Offences include:
1. The employer's failure to —
a. pay wages in due time or in the manner or place prescribed;
b. terminate an employment contract, knowing that wages
cannot be paid;
c. comply w i t h the provisions relating t o rest days;
d. make severance payments when due, or to give written
particulars of severance payments to an employee;
e. grant any holiday, holiday pay, or sickness allowance to
qualified employees.
2. Discriminating against an employee because of his membership and
activities in a trade union.
3. Making illegal deductions from wages.
4. Willfully and without reasonable grounds t o apply for the arrest of
an absconding employee.
Contraventions of the Employment Agency Regulations are punishable
by fines ranging from HK$1,000 t o HK$10,000.

L A B O U R - M A N A G E M E N T RELATIONS
The Labour Relations Ordinance allows the government the right to
intervene in trade disputes not readily amenable t o conciliatory efforts.
The Ordinance's objective is the improvement of labour-management
relations. A Labour Tribunal provides a simple, informal, and effective
method of settling disputes between workers and employers.
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Trade Unions
The Trades Union Council is affiliated with the International Confederation of Free Trade Unions. The Registrar of Trade Unions administers
the Trade Unions Ordinance which specifies the legal requirements regarding the registration and control of trade unions.
Trade Union Activities
Every employee has the right t o become a member or an officer of a
trade union, to take part in the activities of a trade union at any time,
and t o form or apply for registration of a trade union. No employer,
nor any person acting on his behalf, may prevent or deter an employee
from exercising these rights by dismissing, penalizing, or in any way
discriminating against him.
A t the end of 1975, there were 356 registered workers' trade unions
w i t h a total declared membership of over 320,000. The majority of
union members are seamen and workers in public utilities, shipyards,
textile mills, catering establishments, and the civil service.
With the exception of a smalI segment which is neutral and independent,
the workers' unions are either affiliated to, or associated with, one of
the t w o local federations. These are the Hong Kong Federation of
Trade Unions, which supports the People's Republic of China, and the
Hong Kong and Kowloon Trades Union Council, which sympathises
w i t h the policies of the Taiwan Government. Divided politically, and
further separated by differences of dialect, the unions have grown in
number beyond practical needs. Thus, divergent political loyalties have
prevented workers w i t h common interests from amalgamating into
effective organizations. The failure of trade unions in Hong Kong to
represent labour adequately has placed the responsibility of promoting
and safeguarding the workers' interests on industrial management and
on government departments.
Despite the number and diversity of trade unions, there is little union
activity. Consequently, Hong Kong has had relatively few industrial
disputes involving work stoppages. In 1975, there were 17 strikes causing a loss of 17,600 man-days.
Year

Number of Stoppages

Man-Days Lost

1971
1972
1973
1974
1975

42
46
54
19
17

25,600
41,834
56,691
10,708
17,600

Source:
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Hong Kong Monthly Digest of Statistics,
Hong Kong Government, December 1975.

EMPLOYMENT OF FOREIGN N A T I O N A L S
Although it is relatively easy to enter Hong Kong as a visitor, the requirements for obtaining an employment visa are not as simple. Considering the large number of foreigners who work in Hong Kong, these requirements are not onerous. Because of the nature of this study, the
comments herein are confined to business people.

Documents Required
Application for an employment visa can be made at any British Consulate before travelling to Hong Kong. Applicants must appear in person
with the following documentation:
•

Employment contract or letter of appointment citing
salary and benefits.

•

Details of qualifications and experience relevant to the
position offered.

•

Letter of guarantee from the employer undertaking to
maintain the applicant while in Hong Kong and to pay
for the applicant's return to his country of origin if so
directed by the Director of Immigration.

Generally, a fee of HK$29 is charged for every employment visa. Different charges are made in some countries and the fees are subject to
adjustment.
Employment visas are issued for various terms. The initial visa is usually
granted for up to six months, regardless of nationality. Renewals and
extensions must be applied for, and reminders are not issued. Applications may be made in Hong Kong and late applications are not encouraged, so diary notes are recommended.
If the visa holder has cause to leave the Colony during the term of his
visa, he should obtain a multi-entry endorsement; otherwise, the visa
becomes invalid upon departure. The multi-entry endorsement calls for
a special application, citing the countries from which re-entry is expected, and an additional fee of HK$29. Overseas businessmen have
frequently overlooked this formality and as a result have experienced
difficulties upon returning to the Colony.
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After one month's stay in the Colony, the new resident must apply for
an Identity Card, which is required of all Hong Kong residents. The
card will not be issued without an employment visa for a minimum
term of six months.
Further details may be obtained from:
The Director of Immigration
Immigration Department
141 Des Voeux Road Central
HONG KONG
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I N F O R M A T I O N FOR VISITORS
BUSINESS HOURS A N D H O L I D A Y S
BUSINESS PRACTICES

I N F O R M A T I O N FOR VISITORS
Business practices and customs are very similar to those of the United
Kingdom, North America and Australia.
Official documents and
communications always follow the Oxford Dictionary for spelling and
usage and this practice has been adopted in the presentation of this
Business Study.
Best Travel Months
Because of the high humidity and heat during the summer, the best
months in which to travel to Hong Kong are those between September
and April. Business people should avoid the holiday weeks of Christmas
and New Year, Easter and Chinese New Year.
From November to March, lightweight woolens are required, with a
light overcoat for evenings and cool days. During the rainy summer
season, an umbrella or raincoat is useful.

Entry Requirements
Formalities are very simple for persons making a visit to the Colony.
Health regulations require all persons arriving in Hong Kong to possess a
valid International Certificate of Vaccination against smallpox and, depending on the country from which the traveller may come, against
cholera and yellow fever too. Holders of British passports issued in the
United Kingdom are admitted without a visa for a visit not exceeding
six months. In most cases, holders of other passports are admitted
without a visa for a period of up to three months, depending on the
country of origin. Visas for study, employment or residential purposes,
are restricted due to the heavy influx of people from other countries in
recent years. Visa enquiries can be made at any British Consulate before
travelling to Hong Kong.
Identity cards must be obtained by new arrivals who intend to stay in
the Colony for more than 90 days, and they must register within 30
days of arrival. The cards are issued free of charge by the Registration
of Persons Office.
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Visitors wishing to drive in Hong Kong must have an International
Driving Permit or a temporary driving permit issued by the Transport
Department in Hong Kong. Traffic is on the left, as in England,
Australia and Japan.
Currency and Gold
Currency and gold may be carried into and out of the Colony freely.
Because of the open market, any currency may be converted easily into
any other at the many licensed money changers.
The monetary unit is the Hong Kong dollar. Notes are issued in denominations of HK$500, $100, $50, $10, $5, and $1; and coins in
denominations of HK$5, $2, $1, $0.50, $0.20, $0.10, and $0.05.
Credit cards are used widely and travellers cheques are readily accepted.
Communications and Transportation
Hong Kong's communications services — telephone, postal, cable, and
telex — are highly efficient and reliable. The excellence of these facilities, allied to Hong Kong's strategic location at an international crossroads of commerce, has been a determining factor for the many firms
selecting Hong Kong as their regional headquarters.
Telephone service is fast and dependable. Private local calls are free of
charge, but public phone facilities charge 50 cents for all Hong Kong
calls. For overseas calls, a minimum of 15 minutes' waiting time should
be allowed during busy periods.
Mail is delivered twice daily, excluding Sunday. Airmail service is good,
but surface mail to or from distant cities should be avoided as delivery
takes up to seven weeks. Telex and cable facilities are available t o all
parts of the world.
Hong Kong's public transportation needs are adequately met. The
businessman will do well, however, to take a taxi as distances are relatively short and charges moderate. Morning and evening rush hours
should be avoided as traffic is highly congested. Adding to the traffic
situation are the obstructions in many parts of the city caused by the
construction now underway of the mass transit railway (MTR).
This underground railway or subway system is scheduled to be partly
operational in 1979 and in full operation by 1980. It will link the central district of Hong Kong Island with Kowloon, and the initial system
will be able to handle one million passengers a day — greatly alleviating
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what is possibly one of the highest traffic densities in the world. In the
meantime, the dual problem of poor traffic conditions and some impassable roads will have to be contended with.
A regular scheduled ferry provides excellent service between Hong
Kong Central and Kowloon and there is good ferry service linking the
many islands.
Kai Tak International Airport, one of the busiest in the world, is only
twenty minutes by car from Hong Kong's central business district. Airport limousine service is available t o all major hotels in Kowloon and
Hong Kong at nominal fares.
Hong Kong is well situated in the Asia-Pacific region to provide both air
and sea transport to the area's major cities and to points throughout the
world. Internal roads, although heavily congested, and railways complete the extensive and well-developed transportation network.
Hotels and Restaurants
Hotel accommodation is excellent and readily available at short notice,
except during the peak of the tourist season (October to January inclusive) when advance booking is advisable. Prices range from H K $ 1 0 0 $350 per day plus a 10% service charge in addition to the 4% accommodation tax.
Hong Kong is renowned for its Chinese cuisine, and many of its excellent restaurants specialize in one of the different regional styles of
Chinese cooking. It is helpful to have a local resident present t o assist
w i t h the selection of dishes in order to appreciate and fully savour the
delicacies following one upon the other. A full range of international
cuisine is also offered in the leading hotels and in many restaurants
specializing in Western food.
Adding to the scene after dark are numerous night clubs, some within
the major hotels, offering a wide range of entertainment — from Chinese opera to international floor shows. It is at these restaurants and
nightspots that most business entertaining is conducted, with wives
seldom in attendance. Rarely is an invitation to a Chinese businessman's
home extended.
For business lunches, private Hong Kong clubs are favoured, and although these clubs serve members only, businessmen travelling through
the Colony may make use of their facilities by contacting the
secretaries.
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Business Practices and Information
Tipping
Tipping is an established practice in Hong Kong. Most restaurants and
hotels add a 10% service charge to the bill, and it is customary to leave
a small additional amount for good service. Taxi drivers also expect a
10% tip.

BUSINESS HOURS A N D HOLIDAYS
Most government and commercial offices are open Monday t o Friday
from 9:00 or 9:30 a.m. to 5:00 or 5:30 p.m., except for the lunch hour,
which is usually between 1:00 and 2:00 p.m. Some offices are open on
Saturday morning.
Bank hours vary, but most are open between 9:30 a.m. to 4:00 p.m.
Monday to Friday, and 9:00 a.m. to 1:00 p.m. on Saturday.
Retail stores are generally open from 10:00 a.m. to 6:00 p.m. six days a
week, but closing hours and day of rest vary widely.
There are six statutory holidays, but both British and Chinese holidays
are celebrated in Hong Kong, giving the government and commerce a
total of 17 public holidays.
New Year's Day
Lunar New Year's Day
Second day of Lunar New Year
Third day of Lunar New Year
Ching Ming Festival
Good Friday
Day following Good Friday
Easter Monday
Birthday of Her Majesty the Queen
Tuen Ng (Dragon Boat) Festival
First week-day in July
First Monday in August
Last Monday in August (Liberation Day)
Day following Mid-Autumn Festival
Chung Yeung Festival
Christmas Day
First week-day after Christmas Day

January 1
February
February
February
April
March/April
March/April
March/April
April 21
June

September/October
October
December 25
December

Time Factors
Time differences between Hong Kong and other centres are not static
and vary even if travelling from north t o south owing to the adoption
of summer time at either end. Hong Kong time can be determined indi46

vidually by allowing for a time difference of Greenwich Mean Time
(GMT) plus nine hours from the fourth Sunday in April to the third
Sunday in October, and a difference of GMT plus eight hours for the
remainder of the year.

BUSINESS PRACTICES
Business Cards
The use of business cards is widespread. Businessmen are expected to
follow this custom, as every business introduction begins with the exchange of cards. If possible, cards should be printed in English on one
side and in Chinese on the other.
Dates
It is easy to misinterpret written dates since the sequence used in Hong
Kong is day-month-year. The inscription 2/7/77 is read as July 2, 1977,
not February 7, 1977.
Weights and Measures
Hong Kong has until recently used the British system of weights and
measures. That system is still partly in use, although all measurements
are being converted to the metric system, which was approved by the
General Conference of Weights and Measures in 1960 and is known as
the International System of Units (SI). The conversion is on a scheduled basis and is expected to be completed by 1980. It is not uncommon, however, to find Chinese, metric and British Imperial Units being
used in different parts of the Colony.
Temperature is measured on the Centigrade scale, having been recently
converted from Fahrenheit. To convert Centigrade to Fahrenheit, multiply by 9/5 and add 32. Standard electric current for domestic supply
is 200 volts AC. Most major hotels provide for 100-volt electric razors.
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Forms of Business Entities
•
•
•
•

PRINCIPAL BUSINESS ENTITIES
CORPORATE ENTITIES
BRANCHES
PARTNERSHIPS A N D OTHER ENTITIES

Hong Kong business law derives from United Kingdom legislation, but
there are significant differences between the two. The major law
governing business and all corporate entities in the Colony is the Companies Ordinance. The Business Registration Ordinance which requires
every individual or corporate body conducting business in Hong Kong
to be registered annually and which defines the forms of business entities must also be complied with. In general, however, few of the
constraints and difficulties normally encountered when conducting
business in a foreign country apply to Hong Kong.

PRINCIPAL BUSINESS ENTITIES
Several forms of business entities are provided under Hong Kong law.
For the most part, business is organized into one of the following:
1. Corporate entity (private or public company)
2. Branch of foreign corporation
3. Partnership (including joint venture)
4. Sole proprietorship.
Foreign investors have usually formed branches, joint ventures or corporate entities. Each of these forms has distinct advantages for certain
kinds of business, but corporate entities have been favoured by the
greatest number of foreign investors. Joint ventures are also frequently
organized. The words 'and Company' or 'and Co.' in a business name do
not designate a corporate entity in Hong Kong as they do in some
countries, and sole proprietors and partnerships often use this style.

CORPORATE ENTITIES
The principal form of business in Hong Kong, whether organized by
local or foreign investors, is the company with liability limited to its
share capital incorporated under the Companies Ordinance. This Ordi49
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nance specifies minimum requirements as to organization and operations. A Hong Kong company is similar to a corporation in most other
countries. It is fair to say that the Hong Kong Companies Ordinance
provides a measure of flexibility to corporate managements at the same
time that it protects shareholders from arbitrary changes.
Perhaps the most unusual characteristic of the Hong Kong Companies
Ordinance is that it makes few distinctions between the private and
public form of company. No distinction is made in determining liabilities or computing taxes, and auditors must be appointed by both forms.
The principal distinctions between private and public companies are
summarized below. All other requirements described in this chapter
apply to both forms, unless otherwise indicated.

Private Companies
A private company is one that in its articles of association (bylaws):
1. Restricts the right to transfer its shares of capital stock.
2. Limits the number of shareholders to f i f t y (excluding employees and
ex-employees).
3. Prohibits any offer to the public of its shares or debentures.

Thus a private company's shares must all be in registered form, whereas
a public company may issue bearer shares, although such a practice is
unusual.
A private company's main advantages compared with those of a public
company are:
1. Formation procedures are simpler.
2. Annual financial statements do not have to be filed for public
inspection.
3. Only two shareholders are required.
4. The company can be managed by a sole director.
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5. Accounting and auditing requirements may be relaxed in certain
circumstances.
Incorporation Procedures
A memorandum of association and articles of association signed by the
subscribers of capital (seven for a public company and two for a private) must be filed with the Registrar of Companies. The memorandum
must state the company's name, authorized share capital, the fact that
its members' liability is limited, and its objects. The articles contain the
company's internal regulations on such matters as transfers of shares,
powers and duties of directors and conduct of meetings. Both documents must be expressed in English and must be printed. The subscribers, and subsequent shareholders, may be of any nationality and
need not be Hong Kong residents. Provided the objects of the company
are legal, its name is acceptable, all papers are in order, and the proper
fee is paid, the Registrar will issue a certificate of incorporation and the
company thereupon comes into existence. A public company must issue a detailed prospectus before inviting subscriptions for shares, but a
private company can issue shares without further formality.
Although the procedures outlined apply to the incorporation of a company in Hong Kong, in reality, incorporation in the Colony is simplicity
itself. A private company is invariably registered in the first instance,
and converted into a public one at a later stage if required. Often a
lawyer is instructed who may provide the initial subscribers and the
first directors; upon completion of the formalities, the shares are then
transferred to the true owners and their nominees appointed as directors. Incorporation can be achieved quickly; obtaining approval of the
proposed name often the only hindrance. Alternatively, many lawyers
can provide a ready-made company with wide powers 'off the shelf.'
Cost of Incorporation
Incorporation fees depend on the amount of the authorized capital.
There is a registration fee of HK$300 plus an additional fee of HK$4
for every HK$1,000 of authorized capital. Additional fees are payable
when a company applies for an increase in its authorized capital.
The legal costs involved in incorporation also vary. The legal fee may
have a base as low as HK$1,000, but the total will depend on the complexity of the company's organization and capital structure. Additional
expense is incurred in the printing of the memorandum and articles of
association.
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The typical cost of incorporating a company, having a capital of
HK$10,000, is as follows:
HK$
Lawyers' fees
Registration fees
Filing fees on shares allotted
including any share premium
Stamp duty on memorandum
and articles
Printing of memorandum
and articles (50 copies)

2,000
340
10
40
800
3,190

Company Name
A proposed company name, or a later change of its name, requires the
approval of the Governor; in practice, however, it is the Registrar of
Companies who grants this approval.
With few exceptions, every limited company must include the word
'Limited' as the last word in its name. The only other rules concerning
a company's name are that it must not duplicate or be confused with an
existing name and must not suggest an unwarranted connection with
any other body or contain such words as 'Royal' or 'British.'
Rules Concerning Shares
A company's memorandum of association will state the amount of
authorized capital that may be issued subject to the Ordinance and the
articles. Unless otherwise specified, all shares issued will be ordinary
(common) shares, although these may be issued, subject t o the articles,
as special classes with varied rights. Preference shares may also be issued
and may have a variety of rights and privileges such as dividend preference, redemption at a premium, priority over ordinary shares in the
return of capital on winding-up, redemption rights (unless redemption
would cause insolvency), or conversion into ordinary shares. Preference
shares often have restrictions on voting rights. All shares must have a
par value, but no minimum figure is set.
Companies incorporated in Hong Kong may not repurchase shares from
their shareholders, but may hold shares in their own holding company
although such holdings must be disclosed in that company's annual
financial statements. Fully-paid shares may be consolidated into capital
stock, in which case ownership is referred to in terms of amounts of
stock (in HK$) rather than in numbers of shares.
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Directors
The directors are responsible for the management of the company and
the control of its assets. Directors are appointed by the shareholders
although casual vacancies may be filled by the board of directors until
the next annual meeting of shareholders. Every company must have at
least two directors, except that a private company need have only one.
A special Hong Kong feature is that a director may, with the approval
of the shareholders, assign his office to another person. Directors' compensation (remuneration) as directors is usually fixed by the shareholders in general meeting, or as otherwise provided in the articles, but
directors' compensation as executives is usually settled by the board
itself. Directors' aggregate compensation must be disclosed in the annual financial statements.
Directors must disclose any interests they may have in any contracts
with their companies. Loans to directors, except for purchases of their
own companies' shares, are not prohibited by law, but must normally
be disclosed in the annual financial statements.
Qualifications of Directors. No person may be elected as a director who
is an undischarged bankrupt. A director need not be a natural person —
a corporate body may be appointed a director — nor a Hong Kong
citizen or resident unless the articles so require. Other qualifications,
such as the requirement that a director must hold a stated number of
shares in the company, may be included in the articles. There is no
requirement for employees to be represented on the board.
Duties of Directors. The specific duties of directors other than the
general duty to manage the operations of the company include the
following:
1. Appointing the officers of the company, such as managers and
secretary.
2. Authorizing the issue of capital.
3. Authorizing the transfer of shares (in a private company).
4. Declaring interim dividends and recommending final dividends.
5. Approving the annual financial statements for presentation t o the
shareholders.
6. If a casual vacancy arises, appointing an auditor who will hold office
until the next annual meeting of shareholders.
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7. Taking whatever action may be necessary to fill any vacancies on the
board of directors. In the absence of a quorum, it may be necessary
to call an immediate general meeting of shareholders so as t o fill
these vacancies.
If the directors enter into a contract that is beyond the powers of the
company, the company is not bound thereby, as every third party is
deemed to have knowledge of the extent of the company's powers as
set out in its memorandum of association.
Meetings of Directors. Any requirements for directors' meetings such as
notice, quorum, place of meeting, or votes in writing are laid down
either in the articles of the company or by resolution of the directors
themselves. If the directors are resident abroad, it is usual for the articles to provide that director's resolutions may be approved by letter,
telex or cable. Minutes of all meetings must be maintained.

Shareholders
An annual meeting of shareholders must be held in each calendar year,
not more than 15 months after the holding of the last preceding general meeting. All shareholders are entitled to notice of the meeting; the
amount of notice varies w i t h the business t o be transacted, as described
below. A quorum must be present before any business may be transacted.
During the annual meeting the shareholders must accomplish at least
the following:
1. Acceptance of the financial statements for the preceding year with
the accompanying directors' and auditors' reports.
2. Election of directors.
3. Appointment of auditors for the following year and the fixing of
their remuneration.
4. Approval of the directors' dividend recommendations.
Meetings other than the annual meeting are called 'extraordinary
meetings.' Such meetings may be called by the director or by petition
of a group of shareholders representing not less than 10% of the
voting shares.
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Shareholders' meetings need not be held in Hong Kong. Rules for the
conduct of such meetings are usually contained in the company's articles, and as such may vary widely. Where they are not provided for in
the articles, the provisions of the Companies Ordinance apply. These
state that:
1. Seven days notice in writing is required for a meeting, unless a special
resolution is to be passed when 21 days' notice is necessary or a
shorter period has been agreed upon by all shareholders.
2. A quorum must be present; this consists of three shareholders personally present, or two shareholders in the case of a private company. (In practice, proxies are frequently allowed to form a
quorum.)
3. Voting is by show of hands (one vote per member), but a poll may
be demanded. On a poll, every share (or every HK$100 of stock)
carries one vote.
4. Proxy voting is allowed. (In practice, general proxies valid for more
than one meeting are used.)
5. Minutes of shareholders' meetings must be kept.
6. The chairman of the board of directors is usually chairman of the
shareholders' meeting, and in the case of a tie in votes, he has a
second or casting vote.
If the number of shareholders falls below the legal minimum (seven
for a public company and two for a private one), shareholders may
in certain circumstances become liable for the whole of the company's debts.
Resolutions. All routine business at a general meeting is dealt with by
an ordinary resolution, which is one passed by a simple majority of
votes (whether cast in person or by proxy). An extraordinary resolution
is one passed by a three-quarter majority, and must have been so described in the notice calling the meeting; it is normally required only
for various matters in connection with dissolution. A special resolution
is also one passed by a three-quarter majority of votes cast, but in this
case, 21 days' notice of the meeting specifying the resolution as a
special one must have been given. A special resolution is required for
such fundamental constitutional changes as alterations to the 'objects'
clause of the memorandum of association, alterations to the articles,
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change of name, reduction of share capital, institution of inspection
procedures, or initiation of voluntary dissolution.
Capital, Reserves and Dividends
Capital. No minimum share capital is prescribed, although a public
company's initial subscribed capital must be large enough to cover the
purchase price of any real estate, organization expenses and working
capital. A company's authorized share capital is that set out in its
memorandum of association. The proportion of this capital taken up by
shareholders is called the issued or subscribed capital, and the amount
actually contributed by shareholders is called the paid-up capital. The
authorized capital is often wholly issued and fully paid up, but it is
quite possible for only part of the authorized capital to be issued, and
for only part of the issued capital t o be paid up. Holders of partly-paid
shares may be called upon t o pay the balance due on their shares in the
event of winding-up.
As a company's needs for capital change, it may amend its memorandum of association t o increase its authorized capital. There is usually no
difficulty in obtaining authority t o do this upon payment of the appropriate registration fee, provided application is properly made.
A company may also reduce its issued capital in certain circumstances,
but only upon obtaining court approval. The purpose may be to return
to the shareholders any capital in excess of the company's present
requirements, to eliminate an accumulated deficit or in connection with
a compromise arrangement w i t h creditors. The authority will be
granted only if the rights of creditors are fully protected. Reduction of
capital is not a frequent occurrence.

Loan Capital. Normally, a company can raise loan capital by the issue of
debentures or mortgages or in other ways, but the articles of association
may restrict the directors' borrowing powers t o a sum equivalent to the
company's issued share capital, unless the shareholders in general meeting decide otherwise. However, most Hong Kong companies have borrowings considerably in excess of their issued share capitals.

Reserves. With certain exceptions, as for instance banks, no company is
required by law to create a minimum reserve such as the 'legal reserve'
found in many countries, although its articles may provide for the
maintenance of specified reserves. Where there are reserves, these must
be disclosed in the balance sheet and, with certain exceptions, details of

all movements therein must be shown in the annual financial statements.
'Reserves' differ from 'provisions' in that the first are shareholders'
funds arising from retained earnings or capital gains, while the latter are
sums set aside to meet known liabilities or to provide for the diminution in value of assets. Reserves may be capitalized by way of stock
dividend or bonus issue.
Dividends. Dividends are normally paid in cash, although scrip or specie
dividends are not prohibited. Interim dividends are allowed and may be
declared by the directors during or after the end of the company's
financial year. Final dividends for any financial year must be approved
by the shareholders, who cannot require a bigger distribution than that
recommended by the directors. In practice, most large companies distribute profits twice each year.

Registration and Publication Requirements
On formation, a company must file with the Registrar of Companies a
copy of its memorandum and articles of association, details relative to
its directors, the address of its registered office, and a return of its share
capital and allotments of shares made. Other information required from
time to time includes:
1. Administrative matters. Every company must file each year an annual return listing (in addition to minor details concerning its share
capital) all shareholders at the date of its annual shareholders' meeting and all persons who have ceased to be shareholders since the last
return. A n o n y m i t y of ownership can be retained however by the use
of nominee shareholders. Details of mortgages and charges must be
filed with the Registrar as they are created, and the annual return
also includes a reference to these.
Changes in the company's name, activities, articles, share capital, or
registered office must be filed with the Registrar, and so must any
changes in the composition of its board of directors or its mortgages
or charges. If the company ceases to operate, it must so inform the
Registrar.
A company must disclose the name and country of incorporation of
its ultimate parent company, although companies carrying on business outside Hong Kong may be released from this requirement.
2. Tax returns. These are dealt with in Chapter 8.
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3. Annual financial statements. Every public company must file a copy
of its statements with its annual return. The content of financial
statements is described in Chapter 7.
Every company must display its name at its registered office, and must
keep registers of its members, directors and managers, debentureholders, and mortgages and charges as well as minute books recording
directors and shareholders' meetings.
Dissolution
A company may be dissolved by a members' resolution t o that effect. It
may also be dissolved by court order under the provisions of the Companies Ordinance, or its creditors may petition for its dissolution.
The term used for a liquidation leading to dissolution is a 'winding-up.'
A company may be wound up by the court if, for instance, it appears
just and equitable that this should happen, or if the company is in
default of its statutory obligations. Any other winding-up is termed a
'voluntary winding-up.' If the directors are able t o declare that they
believe the company to be solvent, the winding-up is called a 'members'
voluntary winding-up' and the creditors are not consulted; in other
cases, the procedure will be called a 'creditors' voluntary winding-up'
and the creditors must be consulted at various stages. If the court so
decides, a voluntary winding-up may be conducted under the court's
supervision. In all cases, a liquidator (or liquidators) is appointed and
the directors' powers of management are superseded.
There are no rules in Hong Kong for automatic dissolution if losses
exceed a certain proportion of share capital, as is the case in some
countries.
Finance and Shipping Companies
While the Companies' Ordinance revised in 1975 applies t o all companies registered in or having a place of business in Hong Kong, additional laws apply to finance and shipping companies. For instance, the
Banking Ordinance requires a minimum capital of HK$10 million, restricts certain banking business and prohibits the use of the word 'bank'
in a company's name in some circumstances; the Deposit-Taking Companies' Ordinance restricts deposits and advances; the Moneylenders'
Ordinance prohibits finance companies from offering retail banking
services; and insurance companies and security dealers must lodge deposits with the government. Banking and insurance companies must
obtain government licences to operate in Hong Kong and must publish
some additional financial information.
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BRANCHES
Generally a branch of a foreign corporation may operate in Hong Kong
subject only to the requirements imposed on all business entities. Thus,
such a branch must be registered with the Business and Companies
Registrars, must keep proper accounting records, and must file tax
returns (but not branch financial statements).
Advantages and Disadvantages
A number of foreign corporations operate in Hong Kong through
branches, because a branch organization escapes some of the recurring
costs to which an incorporated entity is subject; in particular those
relating to statutory audits and the preparation of financial statements.
Moreover, settlement of tax liabilities is usually simpler for a Hong
Kong registered company than for the Hong Kong branch of a foreign
corporation. On the other hand, a branch does not have its liability
limited to its Hong Kong capital, and the total assets of the foreign
corporation are taken into consideration in any settlement of liability
arising from the actions of branch managers, agents or representatives.
Formalities to be Observed
A foreign corporation with a place of business in Hong Kong must file
with the Registrar of Companies an up-to-date copy (in English) of its
constitution documents, a list of its directors, and the name and address
of a resident representative who is authorized to accept legal and other
notices on its behalf. Moreover, unless the foreign corporation is the
equivalent in its own country of a Hong Kong private company, it must
file each year a certified copy of its financial statements (in English),
even if the law of its country does not require these to be made public.
If the law of its own country requires publication, even though it is
equivalent to a Hong Kong private company, it must then file in Hong
Kong. It must also state on its Hong Kong business documents and at
its business address its full name, the country of its incorporation
and, if applicable, the fact that its liability is limited.

PARTNERSHIPS A N D OTHER ENTITIES
Many enterprises carry on business as partnerships. Almost all professional organizations operate in this way, as well as some small trading
and industrial enterprises. Partnerships are governed by the Partnership
Ordinance which specifies in some detail the rights and duties of partners, the circumstances under which a partnership may be dissolved
and other matters.
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All partnerships must register in accordance with the Business Registration Ordinance and obtain registration certificates for each of their
places of business. Partnership financial statements do not have to be
filed for public inspection. The provisions of the Partnership Ordinance
may vary through agreement between the partners, and although a
written agreement to this effect is not required by law, it is an important instrument in practice, since a formal partnership agreement
constitutes proof of intent to depart from the statutory provisions. The
partners are usually individuals, but may be corporate entities which
themselves have limited liability.
General Partnerships
In a general partnership, any partner may bind the partnership, without
the consent of the other partners. Every partner is jointly and severally
liable for the debts of the partnership, although no partner is liable for
any debt incurred before his having become a partner. This means that
the partners of an enterprise in financial difficulties may be called upon
to meet its debts even to the extent of their entire personal assets. It is
for this reason that large and high-risk organizations, and many small
ones, usually seek limited liability through a private limited company.
Limited Partnerships
In a limited partnership formed under the Limited Partnership Ordinance, there must be at least one general partner who is fully liable for
the firm's debts and who is responsible for management. The limited
partners, who are liable only to the extent of their contributed capital,
do not take part in management. Limited partnerships must register as
such with the Registrar of Companies.
Unlike the practice in some countries, a limited partner's name may be
included in the name of the partnership.
Joint Ventures
Joint ventures are considered partnerships of persons or business entities (or a combination of these), and the regulations as to liability and
registration relating to partnerships apply also to joint ventures. A foreign corporation may be a party to a joint venture, and will be liable for
the debts of the joint venture to the extent of its own total assets, as
any other party would be.
Sole Proprietorships
Sole proprietorships are of
perhaps to smaller trading
cussed here. Suffice it to
licensing are virtually the
sole proprietorship.
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little interest t o overseas investors, except
enterprises, and will therefore not be dissay that registration and sometimes also
only formalities required to establish a
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FORM OF FINANCIAL STATEMENTS
Legal Requirements as to Layout and Content
The Hong Kong Companies Ordinance spells out in considerable detail
not only what items must be disclosed separately in a company's financial accounts, but also where the items must be disclosed. Thus, as
long as the total amount of a particular item is shown in its proper
place, any necessary analysis or explanatory detail may be given in a
note. This treatment is particularly appropriate for balance sheet items
such as inventories, fixed assets, long-term debt, and share capital.
Two points deserve special emphasis. First, the law requires presentation of a 'true and fair view'. What constitutes true and fair is a matter
of judgement, but it is not automatically achieved by disclosing every
individual item specified in the Companies Ordinance. Second, each item
referred to in the ordinance must be disclosed separately, unless the
ordinance specifically authorizes its omission in special circumstances.
The Companies Ordinance applies in principle to all limited companies,
whether public or private, but some private companies are allowed
certain concessions as described in a later paragraph. The standard requirements are also modified for banking, insurance and shipping
companies.
In general, British accounting practices are followed in Hong Kong, so
that balance sheets are prepared with capital, reserves and liabilities on
the left and assets on the right; columnar statements are becoming common, however. Corresponding figures at the previous year-end are
given. Fixed assets usually appear at the top of the page and cash at the
bottom. Provisions for diminution of assets (for example, depreciation,
inventory and doubtful debt provisions) are deducted from the assets to
which they relate and are not shown on the other side of the balance
sheet as they are in some countries. Share capital, reserves and retained
earnings are grouped together so that total shareholders' interests can
be easily identified. In the income statements (referred to by the British
term 'profit and loss account'), profit after tax, dividends paid and
proposed, and retained profit are usually clearly shown. Reports by
directors and auditors must accompany every company's financial
accounts. (See Specimen Financial Statements.)
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Summary of Disclosure Requirements. Subject to the overriding requirement that the financial accounts must give a true and fair view, the
information to be disclosed is set out in the Tenth and Eleventh
Schedules to the Companies Ordinance. It is not within the scope of
this Business Study to list all the disclosure requirements, but in summary the principal rules are as follows:
Share capital
— authorized and issued capital must be described, class by class.
Any options to acquire shares must be disclosed.
Reserves and provisions (defined in Chapter 6)
— these must be classified as appropriate (except for provisions deducted from assets); increases and decreases must be shown. Excessive provisions must be treated as reserves.
Fixed assets
— original cost and aggregate depreciation of each appropriate class
must be disclosed. Movements in fixed assets in the year must be
shown, and details of any revaluations given. Real estate must be
described in some detail.
Investments
— quoted (listed) and unquoted investments must be distinguished,
and market values of the former stated; details of subsidiaries and
associated companies must be given (names, countries of incorporation and extent of holdings). 'Associated' in this context
means any company in which more than 20% of its issued equity
capital is held or in which the holding constitutes more than 10%
of the investing company's assets.
Loans and overdrafts
— these must be detailed and analysed by term and if they or any
other liabilities are secured on the company's assets, this must be
disclosed.
Other assets and liabilities
— these must be grouped and described as appropriate, and valuation
bases or bases for provisions such as for tax payable must be
described. Currency conversion bases, capital commitments and
contingent liabilities must be disclosed. If the directors believe
that the realizable value of any current asset is below its book
value, this must be stated.
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Profit and loss account
— turnover (sales), investment income, rents receivable and payable,
depreciation, interest payable, directors' and auditors' compensation, taxation, dividends paid and proposed, and transfers to and
from reserves and provisions must be shown. Exceptional or nonrecurrent items, prior years' adjustments, and the effect of any
changes in accounting bases, must all be disclosed.
Directors' report
— Principal activities of the company and its subsidiaries, proposed
dividends and reserve transfers, changes in fixed assets and share or
loan capital, and any other matters material for the appreciation
of the company's state of affairs must be described. Directors'
names, contracts with the company in which they are interested,
and rights to acquire shares must be disclosed.
Financial Statements of Groups. A parent or holding company must
disclose all investments in its subsidiaries, whether by way of share or
loan capital or intercompany accounts and any holdings of its own
shares or debentures by its subsidiaries, and every subsidiary must disclose all intercompany accounts with its parent or fellow-subsidiary
companies. The parent's financial statements must normally include a
list of its subsidiaries showing the country of incorporation and the
extent of its holdings in each one; subsidiaries incorporated or carrying
on business outside Hong Kong may be excused from this requirement
with government approval. A parent company may produce its profit
and loss account in consolidated form, provided it shows how much of
the consolidated profit is dealt with in its own accounts.
With minor exceptions, every parent company must produce group
accounts dealing with its subsidiaries' results and state of affairs as well
as its own. Normally such group accounts consist of consolidated financial statements, but if considered more informative by the directors,
may consist of the separate accounts of each group company, subconsolidations, or amplified statements concerning the subsidiaries in
the parent's own accounts. Group accounts are not required from a
parent that is itself the wholly-owned subsidiary of another Hong Kong
company; nor if they would be misleading or harmful (provided government approval is given); nor if their preparation would be of no value to
shareholders, as when insignificant amounts are involved. But if group
accounts are not submitted, the parent company's financial statements
themselves must disclose significant information concerning its subsidiaries; for example, their aggregate profits or losses for the year and any
qualifications in their auditors' reports.
6 3
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Modifications for Private Companies. The detailed disclosure requirements are considerably modified for any private company that complies
with the following conditions (called in this Business Study a 'qualifying private company'):
1. Its shareholders have all agreed in writing t o accept summary accounts for that year (agreements for more than one year being
invalid).
2. It has no subsidiary companies nor is it the subsidiary of another.
3. It does not carry on banking or deposit-taking, security dealing, insurance, shipping or air transport business.
A qualifying private company may dispense with many of the statutory
disclosure requirements that apply to other companies, and as a result
neither the balance sheet nor the profit and loss account nor the directors' report of such a company is very informative. For this reason, the
leading audit firms discourage their clients from taking advantage of the
permitted modifications, and the more progressive qualifying private
companies do not do so.
Publication Requirements
Every company must submit audited financial statements at the annual
meeting of its shareholders. Within 28 days of such a meeting, the
annual return described in the previous chapter must be filed with the
Registrar of Companies accompanied, in the case of a public company
only, by a signed copy of the audited financial statements.
A foreign corporation that is the equivalent of a Hong Kong public
company, carrying on business in Hong Kong through a branch, must
file a copy of its own annual financial statements with the Registrar.
There are no filing requirements for any other form of business entity.

ACCOUNTING PRINCIPLES AND PRACTICES
Sources of Hong Kong Principles
Generally accepted accounting principles in Hong Kong are at present
limited t o those adopted by the International Accounting Standards
Committee. However, Hong Kong accountants have been influenced by
the principles and practices evolved in several countries with advanced
accountancy professions, some of which have been the subject of statements of professional standards in Hong Kong. For example, the Hong
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Kong Society of Accountants' statements on inventory valuations and
on accountants' reports for profit forecasts in prospectuses are largely
based on similar statements issued by the Institute of Chartered Accountants in England and Wales.
Although companies with foreign connections usually follow their
parents' practices, other companies and their accountants most often
apply UK accounting standards.
Specific Accounting Practices
Some important practices followed are:
1. Inventories are normally stated at the lower of cost and net realizable
value. 'Cost' includes production overhead, excluding abnormal factors, and 'net realizable value' takes into account such factors as
obsolescence and excessive quantities.
2. Accounting policies are disclosed in notes to the financial statements.
3. Events outside the ordinary activities of the business, exceptional
trading events and prior years' adjustments are distinguished in profit
and loss accounts.
4. Reserves (shareholders' funds) are distinguished from provisions
(amounts retained to meet liabilities or diminution of assets). Secret
reserves are in theory not allowed, although small businesses often
attempt to carry the concept of prudence t o unjustified lengths.
5. The pooling of interests concept in a merger is not used.
6. No adjustments are made for the effects of inflation on historic
costs. There is however no prohibition against restating fixed assets
at current values and this is often done.

A U D I T REQUIREMENTS A N D PRACTICES
Legal Requirements Concerning Auditors
Appointment. The auditors are the representatives of the shareholders.
The Companies Ordinance requires that the shareholders of every company shall at each annual general meeting appoint one or more auditors
for the ensuing year. The directors may make the first appointment and
also fill any casual vacancy in the office of auditor.
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The auditor must report to the shareholders on all financial statements
presented to them at a general meeting. He is therefore entitled to
receive prior notice of meetings, t o attend any meeting, and t o be heard
on any business which concerns him as auditor.
The remuneration of the auditor is fixed by the shareholders or by the
directors if they are so authorized. Normally, the shareholders in making the appointment resolve 'that the fee be fixed in consultation with
the Board.'
For unincorporated bodies there are no legal requirements for audit,
and an accountant's responsibility is governed by the instructions given
to him by the individual firm concerned.
Eligibility. Subject to independence requirements, a company may appoint as auditor any member of the Hong Kong Society of Accountants
holding a practising certificate. In general, the independence requirements are that no director or officer of the company may be appointed
as auditor; this restriction extends to a partner or employee of such
director or officer except in the case of a private company. A corporate
body may not normally act as an auditor.
Audit Reports. The auditor must make such examinations as will enable
him to report:
1. Whether in his opinion the financial statements give a true and fair
view of the affairs of the company and the results of its operations
for the period under review.
2. Whether in his opinion the financial statements have been properly
prepared in accordance with the Companies Ordinance.
3. Such comments as he considers necessary if:
a. the financial statements do not agree with the books of account
(including branch returns);
b. proper books of account or branch returns have not been kept or
received, or he has not received all the information or explanations he has required.
In the absence of any statement referring to matters listed in Item 3
above, the auditor's report would be construed as giving a positive
opinion on these matters. If the auditor is unable to issue an un66
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qualified opinion, he must state his reservations clearly and give an
unequivocal explanation of the circumstances that prevent him from
expressing an unqualified opinion.
Although the auditor's report does not mention consistency, the consistent application of accounting bases and methods is required by the
Companies Ordinance which provides that exceptional items and changes in accounting bases must be disclosed in the profit and loss account.
Because a qualifying private company does not have to produce a detailed profit and loss account, the auditor's report is modified in that an
opinion is given only on its balance sheet. Curiously, the auditor is
required to state that the balance sheet gives a 'true and correct view' of
a qualifying private company's state of affairs, while other companies'
accounts must give a 'true and fair view.' As already explained, leading
private companies tend not to take advantage of the permitted
relaxations.
When an auditor is reporting on consolidated financial statements that
include significant subsidiaries not audited by him, it is usual for him to
disclose reliance on the reports of other auditors, in spite of the fact
that the duty of forming an opinion on the consolidated statements is
his alone.
The following is a specimen of an unqualified audit report that meets
the requirements of the Companies Ordinance. Only minor modifications of this wording are encountered in practice.
AUDITORS' REPORT
To the member of X Co., Ltd.
In our opinion, the balance sheet and profit and loss account,
together with the notes set out on page X, have been properly
prepared in accordance with the Companies Ordinance and give
a true and fair view of the state of affairs of the company as at
31st March 19 . . and the results of its operations for the year
ended on that date.
(Signed)
Chartered Accountants
Certified Public Accountants
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Special reports are occasionally required; for example, a report on the
accounting bases and calculations used to forecast profits in a company's prospectus.
Changes of Auditors. Notice must be given t o shareholders of any intention to appoint at the annual meeting as auditor any person other than
the retiring auditor. If the auditor resigns, the board may appoint another auditor to fill the vacancy.
On a change of auditors, the proposed auditor is prohibited under the
profession's Code of Ethics from accepting appointment without first
communicating with the present auditor.
Audit Standards
Audit standards developed on the foundation established in the 19th
century by professionals from Scotland, England and Australia who
undertook practice in the Colony. Several statements of professional
standards have been issued by the Hong Kong Society of Accountants,
but these deal mainly with reports to be issued in particular circumstances and general principles, rather than with specific practices. The
more advanced firms, however, follow such practices as observation of
inventory counts, direct confirmation of receivables and bank balances,
examination of internal controls, and review of work of subsidiary
auditors.

THE ACCOUNTING AND A U D I T I N G PROFESSION
Entitlement to Practise
The Professional Accountants Ordinance of 1972 established the Hong
Kong Society of Accountants as the sole representative and regulatory
body of accountants in public practice. The ordinance also recognized
the members of eight overseas bodies (British, Australian and Irish) as
qualified to engage in public practice in Hong Kong. These bodies are:
• The Association of Certified Accountants (British)
• The Australian Society of Accountants
• The Chartered Institute of Public Finance
and Accountancy (British)
• The Institutes of Chartered Accountants in Australia,
England and Wales, Ireland and Scotland

• The Institute of Cost and Management Accountants (British)
Nonmembers of approved bodies must complete examinations to
qualify as auditors. Certificates entitling their holders to engage in public practice in Hong Kong are issued only to those with at least two and
a half years of full-time experience in a public accountant's office, or in
some circumstances even longer.
Holders of such certificates may describe themselves as 'Certified Public
Accountants;' others who were in practice before the 1972 Ordinance,
but who would otherwise not qualify to continue, are termed 'Public
Accountants.'
Firms with partners from the British or Australian chartered institutes
tend to describe themselves as 'Chartered Accountants' as well as 'Certified Public Accountants.'
Code of Ethics
The Society is responsible for setting and enforcing the code of ethics
to be followed by its members. The code deals with such matters as
general standards of conduct, independence, methods of practice, and
relationships with clients, employees, and fellow members. An accountant may provide tax, management consultancy and book-keeping
services to his audit clients, although he is expected t o exercise independent professional judgement in his audit.

BOOKS A N D RECORDS
Legal Requirements
Every company is required by law to keep proper books of account for
cash receipts and expenditure, sales and purchases, and assets and liabilities in order to facilitate the preparation of financial statements that
give a true and fair view of a company's affairs. There are no rules on
the precise form that these books must follow, and in particular no
statutory rules concerning computer records.
If the books are kept outside Hong Kong, such accounts and branch
returns as disclose with reasonable accuracy the financial position of
the business must be sent to a designated place in the Colony. This
information, which must be forwarded at intervals not exceeding six
months, must be sufficient to enable the company's balance sheet and

Accounting and Auditing
profit and loss account to be prepared in accordance with the Companies Ordinance.
Accounting records are sometimes maintained in Chinese, and although
this is rarely done, it is by no means improper to do so.
Management Accounts
Apart from the Hong Kong subsidiaries of some foreign companies,
internal accounts for management purposes are seldom prepared.
Among local enterprises, only the large and better-managed public companies usually employ accountants with experience in such procedures
as standard costing and budgetary controls.

SPECIMEN FINANCIAL STATEMENTS
On the following pages are presented specimens of reporting forms of
financial statements which meet the requirements of the Hong Kong
Companies Ordinance.
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TRAMP (HONG KONG) LIMITED

DIRECTORS' REPORT
The directors present their annual report and the audited accounts for the year
ended (balance sheet date).
1. Principal
Activities
The principal activity of the company during the course of
the year was
. There has been no change in the activity during the year.
2.

Results and Dividends
The profit for the year after taxation amounted to

$

To which must be added the retained profits brought forward from the previous year of
Making available for appropriation

$

Out of which the Directors recommend
- the payment of an interim dividend of
— per share
- the payment of a final dividend of
— per share
Leaving the retained profits to be carried forward
3.

Donations
During the year the company made donations totalling $
and other purposes.

$

-

for charitable

4.

Fixed Assets
Movement in Fixed Assets during the year is set out in Note 8 to the Accounts.

5.

Share Capital
During the year the company issued
giving a total consideration of $
purpose of

-

shares at a price of
per share
. The issue was made for the

6.

Debentures
As for share capital (5) above.

7.

Directors
The names of the persons who were directors during the year were:
Mr. W
Mr. X
appointed (state date if during the year)
Mr. Y
resigned (state date if during the year)
Mr. Z
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8.

Retirement
Under the
Mr.
and, being

of Directors
provisions of the Company's Articles of Association, Mr.
and
retire from the board at the forthcoming annual general meeting
eligible, offer themselves for reelection.

9.

Particulars of any significant contract with the company during the period in
which a director was materially interested.

10.

Particulars of directors' rights to acquire shares or debentures, in the company
or any other body corporate, under any arrangement to which the company is
a party.

11.

Auditors
The retiring auditors,
reappointment.

XY

&

Co.,

being

eligible, offer themselves

for

On behalf of the board,
Chairman
Date of report
Hong Kong

AUDITORS' REPORT
to the members of
TRAMP (HONG KONG) LIMITED
In our opinion, the balance sheet and profit and loss account, together with the
notes set out on pages 6 to 9, have been properly prepared in accordance with the
Companies Ordinance and give a true and fair view of the state of affairs of the
company as at (balance sheet date) and of its profit for the year then ended.

X Y & Co.

Chartered Accountants
Certified Public Accountants
Date of report
Hong Kong
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TRAMP (HONG KONG) LIMITED
BALANCE SHEET AS A T (BALANCE SHEET DATE)

Notes
CURRENT

CURRENT

$

$

$

$

$

$

$

$

$

$

HK$

HK$

$

$
_

HK$

HK$

7
1(a)

LIABILITIES

Bank overdraft
Trade creditors
Accrued expenses
Current taxation
Dividend

NET CURRENT
ASSETS

LONG TERM

&

5
6

ASSETS

8
11

INVESTMENTS

CAPITAL

(preceding year)
HK$

ASSETS

Cash and bank balances
Trade debtors
Prepaid expenses and deposits
Amount due by parent company
Loans to directors
Inventories

FIXED

(current year)
HK$

LOANS

10

RESERVES

Share capital
Retained profits

12

Director
Director

See Notes to the

Accounts
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TRAMP (HONG KONG) LIMITED
PROFIT A N D LOSS ACCOUNT
YEAR ENDED (BALANCE SHEET DATE)

Notes
Turnover

(preceding
year)
HK$

(current
year)
HK$

2

Profit before taxation:
After charging:
Depreciation
Auditors' remuneration
Directors' remuneration
Interest
Hire of plant and
machinery
After crediting:
Income from quoted
investments
Income from unquoted
investments
Rent (less outgoings)
Taxation
Profit after taxation
Retained profits at
beginning of the year

Dividends

6

Retained profits carried
forward

HK$
:

See Notes to the
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TRAMP (HONG KONG) LIMITED
NOTES TO THE ACCOUNTS
YEAR ENDED (BALANCE SHEET DATE)

1.

Significant Accounting Policies
(a) Inventories are stated at the lower of cost and net realizable value. Cost
represents material, direct labour and appropriate production overheads.
(b)Depreciation on fixed assets is provided in equal annual instalments over
the estimated useful lives of the assets. The rates of depreciation are as
follows:
over the term of the lease
% p.a.
% p.a.
% p.a.

Land and buildings
Machinery & tools
Furniture, fixtures & equipment
Cars and service vehicles

(c) Research and Development. Expenditure on research and development is
written off in the year in which it is incurred.
(d) Foreign Currency Transactions. Current assets and current liabilities involved in foreign currencies are translated into Hong Kong dollar equivalents at the approximate rates of exchange ruling at (state Balance Sheet
date).
2.

Turnover
Turnover represents the net invoiced value of goods sold and/or services
rendered.

3.

Directors'

Remuneration

Fees
Other emoluments
Pensions to directors
Compensation in respect of loss
office

4.

(current year) (preceding year)
$
$

Interest
Bank loans, overdrafts and other loans
repayable within 5 years
Other loans

$

$

$

$
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TRAMP (HONG KONG) LIMITED
NOTES TO THE ACCOUNTS
YEAR ENDED (BALANCE SHEET DATE)
(continued)
5.

Taxation
Provision has been made for profits tax at the current rate in force based on
the estimated assessable profits for the year.
Taxation in the balance sheet consists of:
Current liabilities:
Provisions for the following estimated
profits tax liabilities:
(current year) (preceding year)
19 /19
$
$
19 /19

6.

Dividends
Interim paid on
Proposed final

7.

Loans to

at rate of
at rate of

Directors

Balance at (beginning of the year)
Advances during the year

8.

(current year) (preceding year)
$
$

Repayments during the year

(

) (

Balance at (end of the year)

$

$

)

Fixed Assets

Land
Cost or valuation at
(beginning of the
year)
Additions during
year at cost
Less: Disposals
during year at
cost
Cost or valuation
at (end of the
year)
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per share
per share

Furniture, Cars &
Machinery Fixtures & Service
Buildings & Tools Equipment Vehicles Total

TRAMP (HONG KONG) LIMITED
NOTES TO THE ACCOUNTS
YEAR ENDED (BALANCE SHEET DATE)
(continued)
8.

Fixed Assets

(continued)

Land

Furniture, Cars &
Machinery Fixtures & Service
Buildings & Tools Equipment Vehicles Total

Aggregate depreciation at (end of the
year)
Net Book Value at
(end of the year)
Net Book Value at
(beginning of the
year)
Land in Hong Kong
held on

Cost or Valuation

Net Book Value

Long lease — at cost
at valuation in (year
of valuation)
Medium lease — at valuation in
(year of
valuation)
Short lease — at cost

Buildings in Hong Kong
At valuation in (year of valuation)
A t cost

9.

Capital

Commitments
(current year) (preceding year)

Contracted for but not provided in the
accounts
Authorized but not yet contracted for
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TRAMP (HONG KONG) LIMITED
NOTES TO THE ACCOUNTS
YEAR ENDED (BALANCE SHEET DATE)
(continued)
10.

Long-Term

Loans
(current year) (preceding year)

Repayable wholly within five years
Repayable wholly or in part after five
years
Less: Portion due within one year
included in current liabilities
(State terms of repayment)
11.

Investments
(current year) (preceding year)
Share quoted in Hong Kong at cost
less amounts written off
Share quoted outside Hong Kong at cost
less amounts written off
Unquoted shares at cost
less amounts written off
Market value of quoted investments
The underlying value of the unquoted investments is, in the opinion of the
Directors, at least equal to their book value at (Balance Sheet date).

12.

Share Capital
(current year) (preceding year)
Authorized

shares of $

Issued and fully paid
$
each

13.

Contingent

each
shares of

Liabilities

Outward bills discounted
Others (specify)

14.

Ultimate Holding

Company

The directors consider the ultimate holding company to be incorporated in
(place of incorporation).
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CHAPTER V I I I

Taxation in Hong Kong
l T A X STRUCTURE
l PROFITS TAX
l SALARIES T A X

INTEREST T A X
PROPERTY T A X
• MISCELLANEOUS LEVIES

TAX STRUCTURE
Tax is levied under the Inland Revenue Ordinance of 1947 as amended
following the annual Budget Speech by the Financial Secretary. Instead
of separate taxes on corporate and individual taxpayers, the Ordinance
imposes the following:
1. Profits Tax on profits of individuals, partnerships,
corporations, and other bodies.
2. Salaries Tax on income from employment.
3. Interest Tax on interest.
4. Property Tax on real estate.
To understand the Hong Kong system of taxation, it is fundamental to
realize that there is no single income tax under which income from all
sources is taxed. There is a system, however, called 'personal assessment,' which allows resident individuals (not corporations) to aggregate
their total income from all sources and to claim the allowances normally available for salaries tax only. This system benefits solely those
taxpayers at the lower end of the tax scale and gives rise to anomalies.
Tax is territorially limited. For instance, income and profits are taxable
only if arising in or derived from Hong Kong.
Unless income, in the broadest sense of its meaning, comes within the
above four categories, it is exempt. Consequently, certain forms require
special provisions.
•

Purchased annuities are taxed under interest tax, and other annuities
and pensions under salaries tax.

•

Receipts of alimony or support are excluded for salaries tax purposes
and, lacking an appropriate category for inclusion, are exempt from
tax.

•

Dividends and income distributed by a trust are not within the scope
of the four charges to tax and are therefore not taxable.
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• Capital gains or profits are not taxable.
•

Royalties and similar receipts, e.g., books, films and sound recordings, are specifically brought in for profits tax, but only 10% of the
gross royalties are deemed to be the assessable profits liable to tax
(see page 87).

For businesses, incidental receipts of an income nature are usually
taxed as part of the profits of the business.
Taxable Entities
Any individual, partnership, corporation, or other body of persons is
taxable. A corporation is defined as any company which is either incorporated or registered under any enactment or charter in force in the
Colony or elsewhere; a partnership of more than 20 persons is regarded
as a corporation. Cooperative societies and trade unions are not considered corporations.
Source of Income
Another fundamental principle to realize with the Hong Kong tax system is that concepts such as resident and domicile, which under many
systems of taxation are of prime importance, are of little or no importance in Hong Kong. Under the Inland Revenue Ordinance, the
question of chargeability to the various taxes depends primarily on the
territory source of the income. In general terms, therefore, if income,
i.e., profits, salary, interest, or rentals, arises in or is derived from Hong
Kong, whatever the residency, domicile or nationality of the taxpayer,
it is taxable; if, on the other hand, the source of the income is located
outside of Hong Kong, then such income is nontaxable even though it
is derived by a Hong Kong resident. Important factors in determining
source are:
•

Location of business premises

•

Place where capital is employed

•

Place where work is carried out

•

Place where the originating cause lies.

Law Precedents and Practice
British, Australian and South African cases are often referred t o for
decision, w i t h South African cases being useful where questions relating
to source of income arise.
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An important point to be appreciated about the Hong Kong taxation
system is that very few cases ever go before the Board of Review or the
Supreme Court. This no doubt results from the small tax effect of any
disputed claim, and gives rise to differences between actual practice and
strict interpretation of the law.
Tax Incentives
There are no tax holidays or special incentives for overseas investors in
Hong Kong. They are a part of the tax law itself, as follows:
1. Among developed and developing countries in the Asia/Pacific region, Hong Kong has the lowest rate of corporations profits tax
(calculated at 17%). This rate applies regardless of whether the
corporation is public or private or whether profits are distributed or
not. No tax surcharge applies.
2. Capital gains are not taxed.
3. Tax losses may be carried forward for an indefinite period and may
be set off against subsequent profits by the same entity from the
same trade, profession or business.
4. No overseas income earned by resident companies and no dividends
received are subject to Hong Kong profits tax.
5. No withholding tax on dividends is payable either by resident or
nonresident shareholders.
6. A corporation carrying on business in premises of its own may apply
for exemption from property tax. If, however, property tax on such
premises is paid, it will be deducted from the profits tax assessment
made.
7. Capital depreciation allowances are granted at statutory rates on
machinery and equipment, industrial buildings and plants. Depreciation written off for accounting purposes is not an allowable deduction. The initial allowance is 25% of capital expenditure, and the
Board of Inland Revenue sets the annual allowance rates (5% to 30%
according to the type of asset), computed on the reducing value of
the assets, which assume the acquisition date to be the beginning of
the tax year.
Double Taxation Agreements
Hong Kong does not have any double agreement with any country, but
relief from double taxation may be obtained in the case where tax is
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charged on profits arising in or derived from both Hong Kong and another British Commonwealth country.
Tax Rates
There is a principle of progressive tax rates, under the Inland Revenue
Ordinance, for the purposes of salaries tax and also estate duty. Salaries
are thus taxable to the extent that the income exceeds personal and
other allowances. Tax is calculated on a progressive scale in bands of
HK$10,000 at rates ranging from 5% to 30%. This scale is discarded,
however, if the tax payable exceeds 15% of gross salary income, as that
is the maximum commitment to tax.
The other taxes under the Ordinance, profits tax, interest tax and property tax are levied at fixed rates. The lack of overall progressivity therefore involves 'certain inequities.' It should be added, however, that
whereas the standard rate of all four taxes is 15%, the rate for profits
tax in the case of corporations is 17%.
Tax Collection
Tax is collected as described in the following pages under the various
types of taxes. A n y tax in default is recoverable as follows:
1. A civil debt to the Crown.
2. From a wife, to the extent of the tax applicable to her own income.
3. From sums held by a third party owing or about to make payment to
the taxpayer or holding some other person's money on account for
payment to the taxpayer or having the authority to pay money to
the taxpayer.
Penalties
A penalty of 5% is added to tax not paid by the due date, and a further
10% surcharge is added if amount of tax remains unpaid six months
after the due date for payment. A maximum fine of HK$2,000 is
applied where no return is submitted or requested information has not
been provided. A maximum fine of HK$2,000 applies also to any incorrect statement or understatement of income or incorrect information
without proper justification, and an additional penalty equal to the
amount of the undercharged tax is imposed.
Intent to evade or to assist any other person to evade tax, use of any
fraud, art or contrivance, shall be fined HK$2,000, and an additional
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fine of treble amount of tax that has been undercharged in consequence
of offence, or which would have been undercharged if offence had not
been detected, and imprisonment for six months; on indictment, a fine
of HK$10,000 and imprisonment for three years. A n y attempt to leave
the Colony without first settling the amount of the tax due carries with
it a maximum fine of HK$2,000.

Basic Tax Terminology
The following definitions of key terms are helpful in understanding
Hong Kong taxes.
Agent
— in relation to a nonresident person or to a partnership in which
any partner is a nonresident person, the agent is: (a) the agent,
attorney, factor, receiver, or manager of such person or partnership, and (b) any person in the Colony through whom such person
or partnership received any profits or income arising in or derived
from the Colony.
Authorized
representative
— a person authorized in writing by any other person to act on his
behalf for the purposes of the Ordinance.
Assessable profits
— basically the same as business income, or the profits on which tax
is chargeable to a person for the basis period for any year of
assessment, calculated in accordance with the Ordinance.
Body of persons
— any body politic, corporate or collegiate and any company, fraternity, fellowship, and society of persons whether corporate or not.
Executor
— any executor, administrator or other person administering the
estate of a deceased person, including a trustee acting under a trust
created by the last will of the author of the trust.
Resident
— a resident of Hong Kong is not defined.
Standard rate
— the current standard rate of tax of 15% has been in force since
April 1, 1966.
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Person
— includes a corporation, partnership or body of persons. Also a wife
not living apart from her husband is deemed to be the same person
as her husband.
Permanent establishment
— a branch, management or other place of business, not including an
agency, unless the agent has, and habitually exercises, a general
authority to negotiate and conclude contracts on behalf of his
principal or has stock or merchandise from which he regularly fills
orders on his behalf.
Trustee
— any trustee, guardian, curator, manager, or other person having the
direction, control or management of any property on behalf of
any persons, but does not include an executor.

PROFITS T A X
Individuals, partnerships, corporations, and other bodies are charged
tax on assessable profits arising in or derived from the Colony for that
year from their trade, profession or business. Capital profits are not
taxable. In the context of this study, the term 'business' is used to
cover what the Ordinance refers to as trade, profession or business.
Business Income
The rules for computing business income are basically the same for
both corporations and individuals. For the most part, business income
is calculated on the basis of generally accepted accounting principles.
However, depreciation charged for accounting purposes is not allowed.
Allowances are granted at statutory rates.
Deductions From Business Income
Only those outgoings and expenses, to the extent t o which they are
incurred in the production of the profits which are chargeable to tax,
shall be deductible. These include:
1. Interest paid and borrowing expenses.
2. Rent on business premises and equipment.
3. Bad debts provable t o the satisfaction of the assessor to have become
bad during the basis period.
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4. Doubtful debts to the extent that they have been satisfactorily estimated by the assessor to have become bad in the basis period notwithstanding their existence at the beginning of the basis period.
5. Repairs to premises, plant and machinery used in the production of
profits.
6. Replacement of implements used in the production of profits.
7. Sums expended for the registration of a trademark, design or patent
used in the business.
8. Certain expenditure on scientific research.
For a taxpayer receiving income from sources both within and outside
Hong Kong, it will be necessary to apportion expenses, unless it can be
shown that only specific outgoings were incurred in producing the foreign source income.

Nondeductions From Business Income
The Ordinance specifies in Section 17 that for the purpose of computing profits tax no deduction shall be allowed in respect of:
1. Domestic or private expenses, including the cost of travel between
residence and place of business.
2. Any disbursements or expenses not incurred for the purpose of producing such profits.
3. Any expenditure of a capital nature or any loss or withdrawal of
capital.
4. The cost of any improvements.
5. Any sum recoverable under an insurance or contract of indemnity.
6. Rent of, or expenses in connection with, any premises or part of
premises not occupied or used for the purpose of producing such
profits.
7. Any tax paid or payable under this Ordinance other than salaries tax
paid in respect of employees' remuneration.
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8. A n y sum paid by an employer being either an ordinary annual contribution to a fund duly established under an approved retirement
scheme or an ordinary annual premium in respect of an insurance
contract under an approved retirement scheme, to the extent that
the aggregate of such payments in respect of an employee under an
approved retirement scheme or schemes exceeds 15% of the total
emoluments of that employee for the period in respect of which the
payment is made.
Other Income
The concept of income for the purpose of the Ordinance is broadened
by Section 15, which states that certain amounts 'shall' be deemed
trading receipts arising in or derived from the Colony. These are:
1. Sums received by or accrued to a person from the exhibition or use
in the Colony of cinematograph or television film or tape, any sound
recording or any advertising material connected with such film, tape
or recording.
2. Sums received by or accrued to a person for the use or right to use in
the Colony a patent, design, trademark, copyright material, or secret
process or formula, or other property of a similar nature, or for
imparting or undertaking to impart knowledge directly or indirectly
connected with the use in the Colony of any such patent, design,
trademark, copyright, secret process or formula, or other property.
3. Sums received by or accrued to a person by way of grant subsidy or
similar financial assistance in connection with the carrying on of a
trade, profession or business in the Colony, other than sums in connection with capital expenditure made or t o be made by the person.
4. Sums received by or accrued to a person by way of hire, rental or
similar charges for the use of movable property in the Colony or the
right to use movable property in the Colony.
5. Sums received by or accrued to a corporation carrying on a trade,
profession or business in the Colony by way of interest derived from
the Colony.
6. Sums received by or accrued to a person, other than a corporation
carrying on a trade, profession or business in the Colony, by way
of interest derived from the Colony, which interest is in respect of
the funds of the trade, profession or business and is exempt from
interest tax.
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7. Sums received by or accrued t o a person by way of refund to that
person of a contribution made by him as employer to an approved retirement scheme, but to the extent only that such sums were allowed
as deductions in ascertaining the assessable profits of that person.
8. Bad debts previously allowed as deductions against income but now
recovered.
Royalties
Tax is charged on only 10% of the gross royalties received so that the
effective tax rate is presently 1.7% in the case of corporations and 1.5%
for other taxable entities. Where collection difficulties are encountered,
payment may be required to be made by deduction of the tax from
sums paid to or held on behalf of the taxable person.
Royalties received in Hong Kong, from the use or the right to use
property situated outside Hong Kong, would not be taxable in Hong
Kong if all relevant agreements were signed outside Hong Kong.
Service Fees
Fees for services rendered in the Colony, after deduction of the related
expenses, are liable to tax in Hong Kong. The law ascribes 5% of the
costs incurred in providing the service to be the minimum profit to be
derived from such services.
Branch Operations
It is the company, not the branch, which is taxed in Hong Kong, since
the law recognizes a branch as being a part of the whole. The company
is therefore taxed on profits arising in or derived from Hong Kong by
one of three methods:
1. Where branch accounts are prepared, on the profits made (if the
branch accounts are accepted by the assessor).
2. On the taxable profits determined by applying to the company's
total profits, i.e., world profits, as adjusted for tax purposes, the ratio
of branch turnover t o total turnover.
3. On a percentage, determined by the Inland Revenue, of the company's total income.
Corporate Income
There is no distinction for tax purposes between public and private
companies as there is in many other tax jurisdictions.
87

Taxation in Hong Kong
Professional Practitioners
Professional practitioners, sole or in partnership, are allowed t o lodge
tax returns on a modified accruals basis in that unbilled work in progress may be excluded from income.
Losses
Losses are computed in the same manner as assessable profits. A loss (or
in the case of a partnership having less than 20 partners, each partner's
share of the loss) from a trade, profession or business may be carried
forward and set o f f against the amount of or share of assessable profits from that trade, profession or business in subsequent years of
assessment.
The amount of any loss to be so set o f f shall be the loss attributable to
activities in the Colony only.
For years of assessment commencing on or after April 1, 1975, there is
no carry-back of losses, only a carry-forward. There is no limit on the
number of years a loss may be carried forward.
Nonresidents and Agents Dealing with Nonresidents
For the purposes of profits tax, a nonresident is assessable either directly or in the name of his agent in respect of all his profits arising in
or derived from Hong Kong from any trade, profession or business
carried on there, whether or not the agent has receipt of the profits.
Further, the tax may be recovered from the assets of the nonresident or
from the agent. The agent is required to retain from the assets sufficient
moneys to pay the tax.
Resident consignees are required t o furnish quarterly returns to the
Commissioner of Inland Revenue showing the gross proceeds from sales
on behalf of nonresident consignors and to pay t o the Commissioner a
sum equal to 1% of such proceeds, or such lesser sum as may have been
agreed upon.
Where a resident carries on business with a nonresident and the business
is so arranged that it produces t o the resident either no profits or less
than the ordinary profits that might otherwise be anticipated, the business may be treated as carried on in Hong Kong by the nonresident
through the resident as agent.
Basis of Assessment
Tax is charged on the actual assessable profits for a year of assessment,
which runs to the end of March. As from the year 1975/76, the assess88
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able profits for a business which makes up annual accounts are calculated on the profits of the year of account ending in the year of
assessment.
Tax Rates
The tax rate on taxable profits of corporations after April 1, 1976, is
17% flat; for the year ended March 31, 1976, the tax rate was 16.5%.
Earlier, the tax rate had been 15%; this 15% tax rate is referred to as
the 'standard rate' in discussions of Hong Kong taxes, even when, as in
1977, a different rate is in force.
Unincorporated businesses (except partnerships of over 20 partners)
and individuals are still subject to the 15% standard rate of taxation.
Collection of Tax
The tax is based on the assessable profits for the period ended during
the year of assessment, i.e., end of March of each year, but tax payments for that year are collected in advance. A provisional charge to
tax, based on the taxable profits of the preceding year, is due during
the year of assessment. The provisional charge and the actual tax due
are reconciled in a final assessment made after March 31, and usually
before August. After the final assessment has been made, the taxpayer
may, if dissatisfied, invoke his statutory right of objection.
Provisional tax assessments are payable in two instalments: 75% during
the year of assessment, normally in February, and 25% after March 31,
but may be held over in whole or in part, upon application, when:
1. The assessable profits for the year of assessment are or are likely to
be less than 90% of the prior year's assessable profits or of the
assessor's estimate.
2. Variable tax losses for set-off have been omitted from the calculation
or are incorrect.
3. It is planned to cease business during the year of assessment (subject
to position in Item 1).
4. An individual has elected personal assessment (profits, salaries,
interest, and property taxes are combined), and a reduction in total
liability is expected as a result.
5. An objection remains outstanding for the prior year of assessment.
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An application t o hold over payment in whole or in part must be
lodged not less than 14 days before the due date for payment of the
provisional tax assessment. A final assessment based on the actual results will be issued, normally sometime between May and July, and it is
at this point only that a formal statutory right of objection exists.

SALARIES T A X
Scope of Tax
Salaries tax is charged on all income derived from employment and
services rendered in the Colony. As in many other countries, the Inland
Revenue Ordinance of Hong Kong does not define income, but provides
instead for what is included within the scope of the tax. Income subject
to salaries tax includes:
1. Any wages, salary, leave pay, fee commission, bonus, gratuity, perquisite, or allowance, whether obtained from the employer or others.
2. A pension under an approved retirement scheme.
3. The portion contributed by the employer to any amount received by
an employee before or after his employment ceases, from a pension
or provident fund, scheme or society, other than an approved retirement scheme.
4. The rental value (defined as 10% of income listed under (1) above) of
any place of residence provided rent-free by the employer or an
associated corporation.
It is important to note that the income subject to tax may be derived
from someone other than the employer. For example, an employee
who receives a fee or allowance for services rendered in Hong Kong
from a company associated with his employer is taxed on that amount.
Virtually the only perquisites or allowances exempt from salaries tax
are those paid by the employer for an employee's holiday travel and the
transportation of personal effects during holiday travel. Such holiday
warrants, or related allowances, are exempt only when used by the
employee.
When an employee spends less than 60 days during visits to the Colony
in the year of assessment, he is exempt from salaries tax in that year.
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There is no marginal relief applicable to this exemption. If the employee spends more than 60 days in Hong Kong, he is taxable in full
upon income paid by the Hong Kong employer.
The basic charge, as discussed so far, is supplemented by a further
provision which brings to charge any emoluments for services rendered
in Hong Kong. Therefore, salaries paid by foreign corporations to their
employees who render services in the Colony for a total of more than
60 days are taxable. It should be noted, however, that an employee of a
foreign corporation pays salaries tax only on that part of his emoluments which derives f r o m services rendered in Hong Kong. In contrast,
an employee of a local company, even if he has spent up to 304 days
outside the Colony, is taxable on his total salary.
Employees who are required to w o r k in Hong Kong and elsewhere
should therefore arrange t o be paid by a foreign corporation. It is
advisable to execute service contracts for such employment outside of
the Colony.
As in the case of profits tax, the incomes of a husband and wife not
living apart, are aggregated for salaries tax assessment.

Deductions
The deduction of expenses w h o l l y , exclusively and necessarily incurred
in the production of income is permitted, unless the expenses are of a
private or domestic nature, for example, travelling to and f r o m w o r k . In
addition, a deduction may be claimed up to 10% of income less allowable expenses, for donations of HK$100 or more to approved charities.
Mortgage interest, other interest, medical expenses, social security contributions, taxes, insurance premiums are nonallowable.
From the net figure resulting, the taxpayer may deduct the following:
Allowance
Personal
Wife
1st child
2nd child
3rd child
4th, 5th &
6th child each
7th, 8th, &
9th child each

HK$

10,000
10,000
3,000
2,500
1,500

1,000
500
9 1
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The maximum allowance for children is HK$11,500, i.e., the total for
nine children. Child allowances are for unmarried children under the
age of 18, or over 18 but under 25, who are receiving full time education during the year of assessment. In addition, the allowance is granted
for a child over 18 years of age who is incapacitated for work by
physical or mental disability.
Basis of Assessment
Liability to salaries tax is based on the income for the year of assessment, and a provisional charge is made and is payable. Provisional tax
paid in respect of a year of assessment is applied first against the salaries
tax payable on the income of that year of assessment when assessed in
the following year, and, secondly, against the provisional tax liability
for the following year. The provisional salaries tax for a year is based on
income less allowances for the preceding year, unless the preceding year
did not include an entire year's income, in which case the provisional
charge is based on the estimated income less allowances for the year of
assessment itself. Special provisions allow for a variation downwards of
a provisional assessment under certain circumstances. (Similar to provisional Profits Tax as outlined.)
Tax Returns
An individual is required annually (usually by end of April) to complete
and submit return forms which are issued, and also to supply any
additional information requested. Where a return form is not received
from the office of Inland Revenue, an individual must notify the
authority in writing, within four months after the end of March, that he
is taxable.
Annual returns are also issued to employers for completion as regards
each employee's earnings. Employers must also notify the proper
authority of each new employment (within three months of the starting
date of employment) and of every termination of employment (one
month prior to such termination). Where employees terminate employment and leave Hong Kong, employers are required to withhold all
earnings due the employee for one month from the date the employer
notifies the authority of the termination until tax payable is assessed
and paid.
Tax Rates
The following scale of salaries tax first applied to the 1974/75 year
remains current as of April 1976.
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Salaries Tax Rates
HK$

%

To 10,000

5
10
15

10,000 - 20,000
20,000 - 30,000
30,000 - 40,000
40,000 - 50,000
Over 50,000

20
25
30

The total salaries tax payable by an individual is held to an amount not
exceeding the standard rate (at present 15%) on income before personal
deductions, but after deducting expenses incurred in earning the income and any allowable donations.
Example:
A married man with two children would pay for the year 1976/77 tax
of HK$8,850 on an income of HK$80,000, and tax of HK$18,000 on
an income of HK$ 120,000, calculated as follows:
HK$
Income (net of expenses
and donations)
Personal allowance
Wife allowance
Child allowance
Tax on HK$50,000
HK$ 4,500 at 30%

10,000
10,000
5,500

HK$

HK$

80,000

120,000

25,500

25,500

54,500

94,500

7,500
1,350

HK$44,500 at 30%

8,850

7,500
13,350
20,850*

*(Reduced to 15% on net income, i.e., HK$18,000.)

Tax Payments
Assessment notices are issued to individuals and the tax owing is
payable in two instalments — usually 75% in January and the balance
in April.
INTEREST T A X
Tax is charged for the year of assessment on the actual amounts of
interest paid or collected plus deducted interest in the case of certain
annuities. The tax is a form of interest withholding tax but only regarding any interest arising in or derived from the Colony, such as interest on a debenture, mortgage, bill of sale, deposit, loan, advance, or
other indebtedness.
9 3
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The payer of interest is required to deduct a 15% withholding tax and
t o remit it to the Inland Revenue department within 30 days. When the
tax has not been recovered from the payer of interest, a direct assessment on the recipient of the interest may be made.
A purchased annuity payable in Hong Kong is taxed on the part which
represents the interest element in the annual payment. The apportionment between interest and return on capital is made in accordance with
a prescribed table.

Source of Interest
It is now clearly established in case of law that the source of interest is
determined by the originating cause, which is the provision of credit to
the borrower. This view is based on decisions in various British Commonwealth cases. Consequently, the Commissioner in Hong Kong accepts that deposits by Hong Kong lenders on the Euro-Dollar market or
the Asian-Dollar market involve the provision of credit or funds offshore. When the source of interest is to be found offshore, the lender is
not subject to either interest tax or profits tax in Hong Kong.

Exemptions
The following are exempt from tax:
1. Interest paid or payable by the government or by a licensed bank at a
rate not exceeding 1.75% per year.
2. Interest paid or payable by a specified public utility at a rate not
exceeding 1.75% per year.
3. Interest paid or payable t o a licensed bank, to a corporation carrying
on trade or business in the Colony or t o the government.
4. Interest paid or payable on a Tax Reserve Certificate issued by the
Commissioner.
5. Interest paid or payable to any person conducting business in the
Colony such as a pawnbroker or money lender in accordance w i t h
the provisions of the Pawnbrokers and Money Lenders Ordinances.

Tax Rate
The standard rate of 15% applies.
94

hong kong

PROPERTY T A X
Property tax is payable by the owner, agent or occupier of real estate
such as land and buildings. If a person other than the owner pays the
tax, the amount so paid becomes a debt due to such a person from the
owner and is recoverable from any rent or other moneys due to the
owner. A n assessment is issued and payment is required by the date
indicated by the Commissioner.
Property tax is computed at the standard rate, at present 15% on the
net assessable value of real property less 20% allowance for repairs and
maintenance. A surcharge of 5% is added to tax not paid by the due
date.
Property occupied by the owner as a place of residence and vacant
property are exempt from the tax. A corporation carrying on business
in the Colony is exempt from property tax, although the profits derived
from such a business are subject t o profits tax. In the case of a noncorporate taxpayer, the amount of profits tax assessed, provided the
property is used in the production of income, will be reduced by any
property tax paid.

MISCELLANEOUS LEVIES
Business Registration
With certain exceptions, such as businesses carried on by charitable
institutions, every active business and every company in the Colony
must be registered and pay an annual fee of HK$150.
Estate Duty
As from April 1, 1974, the rates of duty on deceased persons' estates
situated in Hong Kong range from 6% on estates valued between
HK$300,000 and HK$400,000 t o 15% on estates valued in excess of
HK$1 million. Estates valued at less than HK$300,000 are exempt from
duty. The Ordinance is similar in structure t o UK legislation.
Many countries grant relief from double-taxation on estate duty paid in
the Colony.
Stamp Duty
This duty is modelled on the British system which imposes fixed duties
on certain classes of documents and an ad valorem duty on others. The
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highest stamp duty is HK$50 on the annual certificate to practise which
architects, registered dentists, medical practitioners, and pharmaceutical
chemists must obtain from the Stamp Office in order to practise in
Hong Kong. The ad valorem duty ranges from HK$0.25 per HK$1,000
to HK$2.25 per HK$100.
There is a fixed duty of HK$20 on a document conveying title to land
where the sale price does not exceed HK$75,000. The duties for title t o
land priced in excess of HK$75,000 are: 1% if the sale price exceeds
HK$75,000 but is less than HK$150,000, and 2% if the sale price
exceeds HK$150,000.
Lease premiums attract an ad valorem duty of HK$2.25 per HK$100;
the rate of duty on lease rents varies with the period.
Transactions in shares or marketable securities require the preparation
of contract notes on which buyers and sellers have each to pay duty at
the rate of HK$4 per HK$1,000. An allotment of shares by a corporation is not dutiable. However, if shares are alloted at a premium, the
premium only is subject to duty at a rate of HK$4 per HK$1,000. Duty
is also payable on local cheques and all bank drafts.
Entertainment Tax
Tax is charged on the price of admission to race meetings at an average
rate of about 22% and on admission charges to cinemas at a rate varying
between 5% and 10%.
Betting Duty
Duty between 7.5% and 11% is charged on bets made on authorized
totalisators which are operated under licence by the Royal Hong Kong
Jockey Club. A 25% duty is also charged on contributions or subscriptions toward authorized cash-sweeps (sweepstakes) and on lottery bets
conducted by the Hong Kong Lotteries Board.
Hotel Accommodation Tax
A 4% tax is imposed on hotel and guest house accommodation charges.
Gift Duty
Gift duty is not levied in Hong Kong, but it should be noted that a deed
of gift will attract stamp duty, and a gift which might be regarded as
a gratuity is subject to salaries tax.
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